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PROCEEDINGS

e e Ty ey Ao W e wa

CHAIRMAN HALLAWAN: Toe Counclil will pleass acome. $o

.order.,

Gontlemen qf the Counecil: Ve bave wet hers this worn-

. .Ing in response to the request of the Seavretary of the In-

. terior that the members of the 1950 Counecil should continue

until the appointment of a new Counclil for 1951 has been

 made. We movt in response to that request.

S0 this will be consldered as a continuance of the 1950

... Counclil, and %the same organization will continue until the

nevw Councll 1ls appointeqd.
The ESecretary will please call the roll.
MR, BROWN: As I call %the name of the member, 1f there

ie an alternste present, will he ploase rise and give his

naume for the record.

Me. Adams®

MR, JOPLIN: Mr, Joplin.
MR. BROWN: Mr. Anderson?
MR. ANDERSON: Here.

MR, BBOWN: Mr. Ashton?
MR, ASHTCN: Here.

MR, BROWN: Mpr. Baker?
MR, BAKER: Heref

MR. BROWN: Mp, Mex Ball?

MR, MAX BALL: Here.
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MR.
(No
Mr.
MR,
MR.
MR.

MR.

( No.

Mr.
MR.
MR,
MR.

MR.

MR..

MR,
MR,
MR,
MR,
MR.
MR,
MR.
MR,
MR.

MRQ

BROWN: Mr. Munger T, Ball?

response) .
Barton?

BARTON: Here.

"BROWN: Mr, Bleustein?

BLAUSTEIN: Here.
BROWN:I Me. Blazer?
response)

Blodget?

BIODGET: Heve.‘
BROWN: Mpr. Boyd?.
BOYD:. Here. .

BROWN:I Mr. Bragell?
BRAZELL: Here.
BROWN: Mr. Bridvell?
BRIDWELL: Herve.
BROWN: Mr. Russell Browné
RUSSELL BRCWN: Hers.

BROWN: Mr, Burns?

HAYED: ; represent Mr. Burns.

BROWN: Mr. Cowden?
GRANT: Grant for Cowden.
BROWN: Mr. Crocker?
CROCKER: Here,

BROWN: Mpr. Cunmins?




U

MR, CUMMINSt Heve.
| MR. BROWN: Mp. Davenport?
MR, DAVENPORT: Here.
‘MR. BROWN: MNr, Davies?
(No response)
Np, DbGolyer?
MR. DeGOLYER: ﬂefe.
MR. BROWN: Mr. Donnell?
MR, DONKELL: Here.
MR, BROWN: Mr. Dow?
-MR. bow: Here.
MR. BROWH: Mr., Downing?
(No responss)
- Mr, TDraks?
ﬂR.-DRAKE: Here.
MR. BROWN: Mr. Dﬁesgler?
(Vo response)
Mvr. Duke?
{No responss)
Mr. Dunnigan?
(No response)
CHAIHMAﬁ-EALLANAN: Mr. Norman Meyers 1s the proxy nr
alternate for Mr. DUnniganx
MR, BROWN: -Mr. Faleck?

MR, FALCK: HMers.
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MR, BROWN: Mr. Pellis?

(No response)

Hr. Fores?

MR, FORER: llsrs.

MR, BEROWN: Mr. B. C. Groves?
MR, B, GC. CRAVES: Xave,

MR. BROWE: Wr. B. T. Graves?
MR, B. I. GRAVES: Jare.

ME. BROVWN: PMpr. Dollaonan?
CHﬁERMAN HALIATAN:  Hewe.,

MR, RROWN: Mr. Namon?

MR, HAMON: Here.

" MR, BROWN: Mr. Hardey?

(No response)

Mr. Hergrove?

(No response)

Mr. .ﬁarper?

MR, HARPER: Her.

MR. BROWN: Mr. Hartoman?

MR, HARTMAN: Here.

‘MR, BROWN: Me, Hilts?

MR. HIL?S:  Here,
MR. BROWN: Mpr, Holman?
MR, SUMON: John Sumon.

MR. BROWN: Mr. Huley?
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MR.
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MR,
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MR,

{ No
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MR.
MR,
MR.
MR.
MR,

MR.

MR,
MR.
MR.
MR.
MR.

MR [

veéponse)

Jacobqen?

JACOBSEN: Here.
BROWN:. Mp. Johason?

response)

‘Jmhﬁinga?-;

HARDING: Hérding as alternate.
BROWN: Mr. Chas. Jones?

CHAS, JUNES: Present.

BROWN: Mr. 3. P, Jones?
response) |

W. Alton Jones? |

W. ALTON JONES: XHere.

BROWN: Mr. Keck?

R. E, JOHN3ON: R. E. Jobnson.

BROWN: Mpr, Lerch?

ROBINSON: J. French Robinsou.
BROWN: Mr. love Joy?

IOVEJQY: Here.

BROWN: Mp. Maguire?

MAGUIRE: Heve.

BROWN: Mp. Majewski?
MAJEWSKI: Here.

BROWN:. Mpr. Markham?

MARKHAM: Here.

7




H6 MR, BROWN: Mr. Marshall?

MR. MARSHAIJ: Here.

MR, BROWN: JMrp. Mattel?

{No response) |

Mr, Mchlium?

MR, WEPTUNE: Neptune for McCollum.

CHAIRMAN-HALLANAN: I wight say Mr. Mclollum was expect-
ing to be here but,Wag unable to get away frow Houstopn on
account of weather condltions, and ﬁhoued me this worning Lo
that effect,

MR, BROWN: Mr. McGowen?

(Xo response)

Me. Meece?

' MR. MEECE: Merve.

MR, BROWN: Mr. Mosher?

{(No response)

Mr. Nielsan?

{No respounse)

Mr., Ninsasg?

MR, NINE3E: Herve.

MR. BROWN: Mpr. Parten?

A VOICE: Mr. Parten was paught' last night with the

. weether in Houston also. I talked with him about 6:30.
MR. BROVWN: Mrf Peck? |

(No rosponsa)
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Mr.
MR,

MR.
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MR,

MR.

- MR,

MR.
MR,
MR.
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Mr.
MR,

MR.

MR.

MR.
MR'
MR.
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Mr.

{ No
Mr,
ME,

MR,

Pogue?

POGUE: Here.
BROWN: Mpr. Forten?
reroﬁse)

Pyles?

PYLES: Here,

BROWN: Mr, Reitz?

0t'HARA: OtlHara for Mpr. Reitz.

BROWN: Mr. Richardson?
RICHARDSQN: Harve.
BROWN: Mr. Ritchie?
reaponse) |
Robineéu?

MEYERS: Meyers;
BROWN: Mr.'Rodgers?
RODGERS: Here.
BROWN: Mr. Rodman?
RODMAN: Here.
BROWN: Mr. Rowan?
response )

Shannon?

response)

okelly?

sKEi}ﬂ}. nere;

BROWN: Mr., Smith?
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MR,
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MR.
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MR,
MR.
MR.
MR.
MR.
MR,
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Mr.
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MR,

MR.
MR.

MR-

'MR [}

- MR.

MR.

SMI:'BI«I: Here.

BROVWR:. Mr. Spencer?
SPENCER: Yere.
BROWN: Mr. Streeter?
STREETER: Hers.
BIR)O’WN:I Mr., Sutter?
SUfTER: Here.

BROWN: Mr. Taylor?
TAYIORt Here.

BROWN: Mr. Thompson?
’I'HOMPS_ON: Hers.
BROWN: DMr. Vandeveer?
response)

Vockel?

response)

J. Ed. Warren?

J. ED. WARREN: Hero.

BROWN: Mpr. W. K. Warren?

W. K. WARREN: Here.

BROWH: Mpr., Wescogt?

" WESCOAT: Here.

BROWN: Mr. Willlawms?
WILiIAMS: Here.

BROWN: Mr. Wilson?

WILSON: Here.

10
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MR.lBEOWN: Mr. Zehrung?
(No response)

Mr. Zoller?

MR, ZOLLER: Here.

CHAIRMAN HALLANAN: I wonld say thet, from the view

of ths general wéathev conditions, we have an excellﬁpt
attendance of the meubership of the Coﬁncil. The question
now, gantleﬁen,.is thg approval of the wminutes 6f the weetlng
of December 5, 1950. These minutes were mzniled to the uew-

bers on January 2, 1951.

What is your pleasure?
A VOICE: I move the approvsl.
A VOIGE: Second.

CBAIRMAN HALLANAN: It bas been moved and approved that -

the minutes of the meeting of December 5, 1950, beaﬂopted,

All in favor indicste by saying "aye.”

(General response: AYE,)

Contrary, no?

(There wers nons.)

Unanimously ordered.

¥e will now bave the report of the Secrotary-Treasurer.

MR, BROWN: During the year 1950 our total receipts were

$82,611.15. Our total disbursements were $81,263.68, leaving

net receipts over disbursements of $1,347.

Ve had a balance at the bsginding of the Year of
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. 91,379, leaviug a balance in the gensral fund at the

Mt

. end of Law year of 2,727 over”disbursements;ﬂaith the trans-

.. fer of $15,000 to tue reserve fund, leaving a bvalance in the

ned fund of $50,000.

CRAXRMAW HALLANAN: You nave heard the report. . Are
ﬁhere.any rewa ke ?

{ Toere vas uo rosponse)

If notv, 1t will be recelved and flled.

Pending the Arvival of Secretary Chapman, who 1g
scheduled to be with us at 10?30, I desive to pecognize at
thiis tlme Mr. Jecobsen, to present the repord of‘thgwﬁgends
Comul ttee.

MR. JAUOLLUEN; Yesterday three letters were rsceived
from Mp. Stevart sddressed to Mr. Hallanan, dealing with
subjects ¢n which Hr. Btewart would like this Councll to
prepare studissg and reporis.

The firet lester, dated January 29, reads as follows:

"preliminary studies of the Potrolieum Adminis-
tration for Dofense indicate that in the event of

var there will be need for a significant increasg

in the svailabllivy of peiroleum products to

ueet wllitery and eiviiian reqguirements. This

inerease vould nequire large guantities of capi~

tul and watseicle.

"Ihe magnitude of these quantities is unot




Hll

15

known and it is important that the Government _ 
bave authoritative data frpm which to estimsate .
thew for genersl defense plenning purposes.
"For preseut purpuses, it should be sssumed
Vhat (1) the required vltimate expansion should
be of the magnitudé of a pillion bagvel;_dailyu_
of various prdducts over the avercge of those

producad'dubing'the period November 1, 1950,

- thru January 3i, 1951, {(2) that all of this

expansion is to be in the Western Hemilsphere, and
(3) thet the proportionste production of the prin-
cipal petroleum products should be the seues ap the
average pvpportionaﬁe production of such products
Yor the selendar year 1950. It would be most
heipful if the estimates could bé presented in
inpvements of vne quarter uvf o miliion barrels per
day.

"Mherefore, it 1s requested thay the Nationsl

Petroleum Council make s study of the capital gnd

muisrialis reyuirsments for increasing the aveil
etility of petroleum products by one miliion
barrels per day in incprements of‘one guarter of

e aillisn Darvels per day, and that the Council

‘rgpurt therevn vogether with such rectmmendations

as it deems appropriate.
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H2 : Sincerely yours,
/s/ H. A. Stewart

Director”

The Agenda Coummittee's repovt'on this itew 1is as Tollows:
,_Under date.o; Janvary 29, 1951) Mr. H. A,lﬁtpyart,ip;pgqtqb

of the 01l and Gas Division of the Department of the
Interior, eddressed a letter to Mr. Walter S. Hallanen,
Chairman of the National Petroleum Council, requesting that
the Councll make a study of the cepital and materlals require-
ments for 1ncﬂeSsing the availability of petvoieum producls.

As provided in the Articles of Organizatlon of the
National Petroleum Council this letter was considerpd at
a mesting of the Agenda Commitﬁee, held on Janvary 29 in

- Washingbon, D. C,, at which 1t was unanimously agreed oo

recommend to the Council the appolntment of a commitize to
meke the study as reguested by Mr, étewant.

‘The aeconé letter from Mr. Btevart to Mr. Hallsnan,
also dated January 29, reads:

Thuring reoent'months, there have been re-

peated local spot shortages of liquefied petrolsum

ges. BSince it is possiblé that the situation may .

become increasingly acute, the watter is under.

gtudy in the Petroleuﬁ Administration for De-

fenes.
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"The interim report on liguefled petroleum
Zas submittea by the Council's Cowmittee has been
of mhch value, but ceﬁtain additional information
1 necessary.

MLy 4y reduested that the National Batrolstn
Council make & Stﬁdy and heport.aé soon ‘as possible
on the dewand forlliquefied petroleum gas by
States for tﬁe months of December 1950 ond
January 1951.

"The Supply aund Transportation Division
of the Petroleoum Aduinistration for Defense
will be avsilable for consultation in counectlon
with thls matter.
| Sincerely yours,
/é/ H., A. Stevart

Director”

The Agenda Committee's report on that item is as

follows: Also, under date of Jénuary 29, 1951, Mr. Stevart

-addressed a letter to Mr. Hsllanan, reguesting that. the

. Council make'aatudy on the dewand for ligquefied petrolsum

gas By States for the wonths of Deqembev 1950 and,;anuary

1951,

As provided in the Articles of Qrganization of the

Counecil this letter was counsidersd at e meeting on
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Januvary 29 in Vaghington, D. C., at which meeting 1t was

. unanimously agreed to recommend to the Counoil that a

committee be appolnted to meke the study as requested by

. Mr. Stewart.

The third item reads a8 follows:
””?In view of the central importance of
manpower in defense planning fér.essgntial
industry and thé'Armed Forces; it 15 of high.
lmportance that the manpover raqﬁirements of ﬁhe
petrolevm and gas induatvias be acourately
determined. Only then can this essentlal
segment be fitted into the overall plan for
- most effective uze of the Natilon's wanpowsr.
"It is reéuested, thevefore, that the Namtionsl

Petrolevm Council meke a study and present

facts feghrding'manpowev regquivements of the
petroleun and gas industries together with

such recommendations a8 are found to be appvo;
rriate.

Slncereiy yburs,
/s/ H, A. Stewart

Director”

The Agende Committee's report is as follows: Under

date of January 29, 1951, Mr. Stewart addressed a letter
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H15 to Mr. Hallanan, requesting that the Council meke a study
regarding wanpover requirements of the petroleum end gos
ilodustries.

As provided in the Articles of Orgeanization of ghé Uoun-
cl1l this letter was consldered at a meeting of the. Agenda
Coumlttee, held on January 29, 1951, in Washington, D. C.,
at which 1t was uﬁanimously sgreed %o reccumend to ihe
Council the appointment of a commlttes Lo make tha”study 03
requested by Mp. Stewart.

That 1s the Agenda Committee’s report. I movg_its
adoption. |

A VOICE: Baconded.

CHALRMAN BALLANAN: It has been moved and secondsd thnt
the report of the Agends Commitiee be adopied. Ars theve
any remarks? {(There was no response)}

If not, all ln favor indicate by seying "Aye."

(General response: AYE,)

Contrary, no? |

(Tere wore none.)

The report is unanimously adopted.

I would like at thiﬁ time to present Mr. lugh A, Stewatt,

~Dirsctor of the 0il and Gas Division, to comment, if he
desires, on these specific requests or on any othor subject,
Mpr. 3tewart, that you think hayhe would be of interest to the

Counecil.
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MR, STEWART: fThe Petroleum Administration for Defense

- 13 beginning to get its studies underway to determine where

- we need additlonal information to size up the luformation

ocurrently available, and we are beginaing to pick put the
sof't spota in our defense arwor.

One of the items that has caused us az lot of trouble in

the last two or three weeks, by which I mean we heve had

nume rous complaints asnd requests for us to do soms thing about

' it, is the supply of 1PG gas for domestlc use here throughout

the country.

That 1s largely a problem of distribution, and thab
tiles directly into tank cars. That is ths soﬁvceﬂnfuthis
request that we get. The consumptive Gemand data by states
for the months of December and January just passing will
give ue a gulde for figuring into the future and ﬁill glve
us aoﬁe statistical support with which we can redouble our

efforts to assure the wmanufacture of high pressure, tank

cars.,

‘It 18 strictly statistical and 1t will bs a considerable

burden on the committee that will be aprointed, but it will
£i1l in information which we novw.do no® have available and

do not get frow the regular Bureau of Mines type of report.

On the other two questions, we bave had continuocus

reference in one place or another within the Gpvernmenp, from

the mllitary, the NSRB, and from our own studles, to indiscate
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~portation capscisy that we now have.

thet in the event of an all-out emergensy onp fhe event of war
ve are going to be considerably short of the reqﬁined amount
of petroleun cepacity to meet the essential civiiian”anﬁ
silitary requlronents, even under severe rationing. .

All the studies %o substentiate the'figure of the supposed
shortage are-not far enough alo&g to be of any real value.
But constantly bobbling up in the‘diaéussions 1s‘th;§ingure
of 1,000,000 barrels. You. can cali‘it‘l,ooo,ooo harrels of
products, 1,000,000 berrels of ;rude, 1,000,000 barrels of
this or that; but 1t would appear to bé gome such filgure.

| Since we héve no way of knowing what the future holds,
we don't knov what kind of preparations we can meke for
this greatly incveaaed-demaﬁd; and we considered 1t_édvisable
to get from this Council in sowe detzil theip vieﬁa,and
opinions on just wvhat such an expansion wouid wean from the
standpoint of materials which are currently short and from the
standpolnt of the caplital 1nve§tment reguired to glve us the
increase; thét 1s, the 1néreéee in refining cepacity, the
1ncreaée in transportation cépacity to get crude $o the
plents and increase in productive . capacity.

That 18, over aﬁd gbove any productive capaclity or trans-
The third letter has to €o with the manpower problem.

Tat letter is phrased in broad language, but 1% is intended

to bring out all of the infovmation thet the Council Committee
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. can get together to furnish the. type of statlstical data and

- the proefs that will be necessary if P.A.D. is toHproperly"'

support indvstry’e claim for the deferment of monpover in

our discussion vith the militavy and vith the Selsctive

Service Bnard‘_
That is a double-jninted problem which you men kfow even

better than I. You have got currently the 1nroa¢ﬁ,cf.orders

- to your vesarve offleers through your reserve rersonnel ~--

not all offizers, hut raserve pérsonnel. A good many of those

nen are 1n_6v1tical positions. That i3 true clear through in
every phase, every megment., of the Industry,.

The other will be the normal dreft.  While the normmal
draft o= yet doasn't give any indiecation of making severe .
inroads, at the ssme time you have ot within the draft nges
young tochnicians who are $he soupce of your'teﬁpnical |
staffs and your specfalized staffs as we £0 one year after the
next, and we have gdt to have sufficlent information so that
we can try to give you the support necesgary to gssure the

deforment of an essential operating group. .

I think that covers the problems in Zeneral, and the

- crnumittees appolnted, and any of the subcommittess, will be

. welcowe in the respective divisions of P.A.D, sn_that your

groups will get the thinking of our gpoclalists and so that
the afforts can be channeled along the most productive

lines.
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Tvo of these guestions have wide remifications, and
it will be possible to follew many & blind alley in the
preparation of information. If the guestions &ve dis-

sussed in dotail with our people,_I think probably the

.Joint efforts can be channeled much wore effectively. Thank

 you.

CHAIRMAN HALLANAN: MNr. Stevart, thers wmay be some gues-

tions vhich sowe members of the Council would like to ask.

~Dr, Wilson?

MR. WILSONQ There seecued %o bs a disecrepancy between
what you juet sald about this expansion and the lotter. You
spoﬁe about an expansion above present capmcity,. but the
letter says =n expension of tha-ordev of a miliion barrels
daily of various products over the average of those producéd
during the period Noveuber 1, 1950, thru Jahuary 31, 1951.

We 8till have some unused cepaclty. Therefore if we
are telking about expansion over the amount produced duriang
those periods, the fivst quartér miiliﬁn barrels would
probably cost practleslly nothing;‘ |

But if you are talklng sbout an expansion above present

. capaelty, as you said verbally, then you would start having

to build right away.
MR. STEWART: This book figure that you have for the
cushion between the actual running of the past three

months and the theorestical capacity,'that cusﬁion 1sn'£
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anythiﬁg like &s blg as the figures themselves. would indi-
cate. |

The refiners throughout the country have keen tunning
wpvards of 6,300,000, 6,350,000 & day; and ve have technically
e cepecity of 6,750,000,

Now, thet 1s a technical figure, and I don't think for
a wminute that 1t reprasenﬁs calendaf day production. So we
have a deficlency and 1t amounts to supplying a million
barrels s day mo re capaclty. -

- Thet 1s one of the questions we have got where the

Counell Committee will get with our progrem staff szad resolve

¢

the detells, éb thdt they can be effectively aﬁpaqked.

MR, WILSON: It would cepsaiﬁly be foolish to start
building from the ground up when you do have that capacity.
Thore'ara 8111 a lot of refiners shut down. They. are
not very efficlent ones, but they could run and have run
in the not too far disgant past.

The actunl figure ﬁousﬁaﬁt is above tbe arount pro-
duced iﬁ December and Januarﬁ, and it_ié up tp ths com-
mittae to find how much,éf'that shut-down-capacity could be
operated and what 1t would teke to put it inte operstion,

I presume.

MR, STEWART: We, of course, spprecinte any comments

or any recouwmendations that the committee would like to

make,
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MR, WILSON: The other thing thet the committee will
nesed to visualize pretty cleariy 1s how you would like to
hava that refining capacity divided among diffevent aress.
If 1t 18 golng to be largely aocated in the copastal regions,
the tranapovtation problem 1s quite different from what 1t

1s 1f it i1s going %o be spread falrly in proportion to

present capacity over the refining divisions. I think the

comnl ttee would appreciste some comment or later advice on

that score,

MR. STEWART: That likewlse is one of the points that
I think the committee can get clearly established in the
discussions with our program planning division.

There is enother angle in thls. The country is supposed
to have an excess productive capacity of s sizeable amount,
and there i3 an argumenﬁ as to vhether it is_ 300,000 or
500,000 or 800,000 barrels a day. The founcil now has a2
commi ttee making that specific study.

But in the discussions that the committee cen have with-
P.A.D. groups, the exact goal can be arrived at in tﬁﬂ
discvasions by mutval agreement and then the. mathoas of
attecking it worked out most efficiently.

Like %oday, ve are figuring we have got %o have a
million barrels a day wore oll mvailable, ovr the equivalent

of a willion barrels & day of products in crude oil, and have

that additlionsl capacity available and available on long pull,
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not avalleble for a womentary push.

CHAIRMAN HALLANAN: Me. Jacobsen?

MR, JACOBSEN: Some of the polats I wanted to make have
been referred to here,lat lsast in part; and they wers di§~
cussad rather in detail:yesterday et the Agendes Coumittee
meetlng. |

First, the latter refers to the awount of capitsl
that is required, and some peopla.vaised the point as to
whetber by that was wmeant capital on which the industry
would call on the Government to auppij.

‘Well, we got that clesved up. That i3 not the case.
When capital'is spoken of, 1t is the amount of capiﬁal
that wlll be nseded, and the industry itself can %8y
hov much of it 1t willl supply, or if it has got to rely
on the Govevnﬁent. But it is all-over capital and is not
iimited Lo the capital the industry wight expect the
Goveranment o supply. Is that correct?

MR. STEWART: Right. |

MR, JACOBSEN: Then I will confine my remarks only to
inelude production,lwhich is 211 I have to say about the
refining end. |

Tou touched lightly on a thing that i1s of considerable
1ﬁportance in chnection with it, and thatzis tbe period

for ﬁhieh we might be expscoted to maintain this million

barrels extra capaclty. If it were Just a question of reach-
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ing an additional million barrels capacity for one month,
and 1f we could then lst it slide down, it would vegquire
very much less capital end very much 1asa‘mapgrial obviously
than 1f we are expécted to waintaln a mi}lign barrels addi-
tional indefinitely.

Now, as I take it, what you bave in wmind is the

- malntenance indefinitely of that sdditionsl million
. barrels, not for one month or six wonths or a year,

but as a stealy diet.

MR, STEVART: Right. .

MR. JACOBSEN: fThen I also teke it that when you say
an extra million barrels, then you don't meen just an
additional mililon barrels at MER prdductipn; but you
would l;ke some cushion beyond_tbat. |

MR, STEWART: Correct.

MR, JACOBSEN: In other words, if today we have an
additional producible capacity of whatever the figure
might be, but call it half s nillion barreis, you would
not like that half million barrels extra. What you have
in wind 1s vhat will it take to get a million barrels
and gtill have the same leeway =~- if 1% is half a million
barfela -~ we would still have sowe leeway in the way of a
cushion between achual current production at the mﬁment and
the MER's. Is that correct?

MR, STEWART: That is substantially correct.
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MR, JACUBSEN: Those are things which the coumitioce
would have clearly understood before theyfcan rrepare the re-
poft. Of course, as you say, they will confer with you to
find out exsctly what we hsve in mind; but some of the polnts,
and particularly the one of maintaining that,million
barrels exirs 1ndef1n1tqu, is quite important, both in
terms of capital and 1ﬁ terms of steel and so on.

CHAXIRMAN HALLANAN: Avre there any other guestions in
connectilon with this? |

MR. B. X. GRAVES: (ould I ask if militsry reguirsments
ané belng taken cere of faivrly well %oday?

MR. STEWART: Ve hgve two frow the militsry heve who
can enswer those questions directly. As we undebstand it,
they are belng satisf&ctorily wet at the mpment.

‘—”’/H‘ CHAIRMAN HALLANAN: Genilemen of the Counecitl, I know
Jou share the feeling that I do in the Dleasure of greeﬁing

the Secretary of the Interiop at our meeting here this morn-

Ing. I know thaﬁ he is encouraged to obsenve this vary

- fine attendance on the part of the memoerwhip of the Gouncil.
Ve are here, Mr. Secretary, in rasponse to your re-

quest that we contlnue to function aes the 1950 Counell

until cprtajn mattars which have given you, . ome‘aancern

and anxiety are cleared up. Thia attendaqqe:islthe ansver

to'your request, I thinilk,

I know ﬁhere is a very definite bond of sympathy from
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this Council 23 o the problems that you have been golng

through. We know that'you have net had any 0asy rond to

travel in vorklng out the oprganlzabion of P.A.D., and the

many other related watters that bave cowe te you in ths
vake of our nabional suevgency development..
I do want to say to you that this fownell ceorfsinly

appreciates in the fullest wvhe order whiqh_y@u have signed
defining the status of P.A.D. Ve know that there vsre a

oo

0f problewms that you encountered in Lhe deve lopment of that

final ordov.

In soy event, Me. Secretary, this Council is going o be

g

‘petient with you, as you have been pationt with ug on many

vooasions. We ave anxiovs teo cooperutic as we have in the
pase. We want %o bs at your service and to do everyihing

to contribute our part in the Lromondous propbleis

L of nationsl emergoncy thnt lie ahead.

'

! ‘ ' ' . " S . ‘ ;

Vo Ve faow bthat nothing nas happened in the dove Lovmant
. of the cwmergoncy progral that nog dao any way wloimized ihe
|

duportance of PBtToleum in our ovey-asll gitunticon.

I present, nentlewsn, ﬁhe'ﬁ@erauaﬁy of the Inteviov,
~ the Henorable Gscad Chapmon.

SECRETARY CHAPMAN: Good morning, gentliewnsn. I juas
had o leng-disteonce phone call o winute ago from J. R. Parten,
whe seid he was leoe bound in Houston. I Just ceuid nob

believe it. Then I looked over and heve is Bill Boyd £row
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Texas. I know there was some wisconnection somevhere. He
musﬁ have been in New York. He was -not in Houston.

' That 4llustrates, gontlemen, that with the weather
problem involved, the attendanée he t& tbls morning indicates
your Iintense interest in follovwing this_pvogfém end trying
to keep 1t on the track and trylng to make your contribution
in this great smergency that we are 1n.

I want to make only_an explanatlon regarding this
order that Ilhave Just signed, and I do appreciaté your
patience in allowing the time to elapse that we have before |
having the better clarifylng order that we bhave had. But
there has been one thing thet probably someé of you did
not know, aﬁd vhich I was not free to discuss gqperally.

I knew that there was going to be some change in the
top order of the organlzations in'the whole defense picture,
end I didn't just want to issue aﬁ ordsy avery other week in
the Federsl Reglster. So I have tried %o pget alqng with
the ordey we hsd for the time.being untll. ¥ thought the
final order of clearance &% the top was allncompletéd.

That hes been completed snd the authdﬁity de legnted,
Yesterday I did sign this order setting up this organization,
and I vant to say to you that I tried to set this orgeniza-
tion up as neafly g8 it was posslble to do so lately on a

pattern that you had in P.A,V.

Now, I did that because of two things: Fipét, wy
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somowbat cagual but a little bit closer than just casunl
econtact with that organizztion duving its existence; and
the tremendous success that it had, which I think was one
of the wost successful warpr agencles that was asrried on
during the war. I think the P.A.V. was one of the wmost
successful agencics in the Govevrament.

Heving those two things in mind, I teled %o pattern
this as nearly as possible after that in its organizational
form, That, I think, has been done. Hememhér that we
are operating under a 1960 Defense Act, in which the law
15 somewhat slightly different from the one that P.aw.

is opereting under. But you will find, I am sure,

that this order will carry out in the terms of our

necessity for organization all the things that we need to

hove done.

I mention that only as a matier of explanstion for
some of the delsy. Some of 1t was fullyAintgntional
pnd with full knowledge, because I did not want to have
to issﬁe too many orders, and I kept waiting to lssue
what I hope is the final order on this thing, and I think
it 1s. I think it is the final order.

Now I only have one or two other things that T want
to bring to your attention this worning. You have many
questions you probably want to ask, and I am sure I do

not have the answers, but at least we can discuss themn.
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I want to apologize to the Adnmiral for waiking in at the
time you were making your explanation. He has been so
kind in cooperatihg ﬁith this Department, I always feel
apologetic when I walk in on a men like that when he is
working hard trying to explain something end discussing
somwething with a group. I{ always looks like to me some-
body 13 trying to be & prima donna or something. L dom't
like it.

- One other thing that I wanted to call to your atten-
tion; only for your 1nformation; is that I have gsent &
communication to the Attorney General looking to clarify
the stetus of this Councll ﬁnder the Defense Act. I
hope to hsve some answer from him very shortly. I wil;
be having & conference with him this week to talk with
him, | -

I do not know what the answer is going to be, but I
woﬁld sugzest to you people to let's léavé 1t.rést-for
8 little while and let us wrestle with that with the
Attorney General from the Governmental level a little bit
until we see how we conme out. aAnd let!'s see how we can
get 1t clavified, if I cen, regarﬂing the question of the
status of the Council, its chairmaﬁship, and se on.

I an not too disturbed about 1t. I think we can
get 1t worked out. If not exactly &8s we have it, at least

in » form that I think will be satisfactory to you; &and
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I am just waiting fivst, nol making any commlimeats, untll
I hear Crom the Attorney General.r I would suzgest that

if you people in your own minds would Just Let that matier
rest a little bit with us until we see what we can do with
1t; I believe -. I should not say I bvelieve; at least I

#m hopeful that when I wrote thé letter -- we might get &
clarifying position that will at least help us.

I am certain we will get that, Whether we will get
all I have agked for or not, that 1s %o be seen. Wewill
wailt and see.

Tile other thing I wanted to call o your attention,

I have pad many requests by the gus people, pavﬁiculaply
those in the distribution side of this, to want a separate
coﬁncil and sdministration. I have just this week wriiten
letiera td Luwout thirty members of vhat Industry inviting
them to hecoune membeis of & sepaiste vouncll Irom this
Council; whieh me#ns & separste ges council FTrom the
Petroleum Administration Council here.

Now, they have not had an opportunity to respond to
my letter yet; snd therefore I want to leave that gueation
open untii I ind out what they wish to do regarding wy
proposal, which I have made to them in a letter, I hope
they willi accept my suggestion for a separate couﬁcil
and make it on tnat basis.

' Now, some of you may say, ﬁWéll, 1f you are going to
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set up & separate gas councll, wlill you retaln any gas
people on the Petroleum Council?! .

Yes, I would think you would, because you have your
producers of gas that fall in the category of operations
of thislkind. So I think there would be some on.it, anyway.

Now, I Just pass that on to you becauseﬁit¥ﬁilL be
discussed by some of you memﬁers and the gas people ére very
much interested in 1t, I know that, those in the distribution
slde, and wanting to know what 18 going to be done. They
have my communication by this time, énd they will
have time to reflect on it and give me their answer, I hope,
very soon.

T think that 13 golng to work 1ts way out. All of
these pvobleﬁs nre problems to us, until we sit doﬁn
together and begin to work out the detalls so we ean
Find answers ﬁo'a lot of them. I think that one is golng
to be answered in the same way that we have many others,
by sitting down and talking 1% out-and planning in a
practical way what can be done. |

I do not want to do somethingtmre'thatjg 1mpracaical
Just to carry out some preeonceiVed 1ded of mi e or any-
body else's. I went to do the thing that can‘pvgctieally
éarry forward.the work that yoﬁ people are doing, I

know the gas people are perfectly sincere in their position,

as I know you are in yours. But I have some problems, toé,
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that I have to ask you to be patient with‘ahd-let us work
ther out together. With that; I know we can,

Therelis another thing that-has come to my attention
by several uwembers of the industry. The order that was
issued recently cbncerning the octene gasoline, there has
been some cri;ioism, or should I say some objéctipns, to
the order; and 1t has been said that they have been fearful
that I might penalize in that'order some of the small re-
fineries that would be incapable of transforming,. I pre-
sume, to naking the necessary aviation gﬁsoline ant certain
other techﬂical things that I personally don't know a thing
about. But they are raising some problems. . .

Now; I only say to you that I do not belleve that is
going to be as serious 2s some of them think 1t is, and X
went to give you only this assurance, that with Mr, Beown,
I 2w going to carefully scrutinize any order on that ques-
tion; and I would not know;ngly issue any order that I
thought would penalize one'Section of the industry as
ageinst another. |

And I am certain that Mr. Brown would not either. I
give you that assurance that we are going to serutinize
it very carefully; but in the final anelysis, if I decide
that we have got to still get the aviation gasoline, that
is the only way it can be done, I am going to sign the

order.
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Now, I know you bave got plenty of time to eat on
my neck later, but we are just gzoing to have to do it.

We have got to get certain things done. But I am going to
do-it mith my assurance to you that I will do everything
within ny poﬁer %0 kKeep from igsulng any ordeﬁ that 1s
going to pehalizg a segment of the‘industry. Angd I know
you do not want tg dno it either, and T Xnow that Bruée
Brown does not want tb do it.

I wont to say to you I never worked with a wan thot
seems to have a deeper sense of responsibi ity for the
other fellow's interest than Bruce Brown has;.and in his
talks with me and in working with me, and inkls daily con-
versations, I have never found 2 man more Geeply concerned
aﬁout the other fellow's interest and dealihg.with it than
he has been In trying to work out thesge orders.

So I mant to say to you gentlemen on that score, I ag
confiden;(_; you are not going to have too much concern about
it, Bure, some of you are going to. be put to inconvenience
and maybe some extra expense. If in the final analysis
that 13 what has to be done, we cannot help it. _Qut we are
going to do the best we can to alleviate any hardships on
enybody snd are going to drive to our objective, and we
nmust get this productlion. That we want to do.

I want to add one more thought on this production,

I am anxlous to see us continue all exploration that is
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possible for the development of oil &nd gas., I think we

need 1t. T think we are going te need it even more than we

do now. and I am interested in the policies in the Department

of the Interior as such to give encouragement to continuved

exploration, and with the hope that some of you will even

put more woney in sonme of these areas and continue your

Investigation and exploration work., I want to see that

g0 forward because I feel 1t is needed in the,finél analysis.
Now I could talk to you for guite o whileuoveﬁ many

other things, but I raise just these two or three. problems,

- Some of them, I think, are on the way to belng solved,

and some of them are on the way to at least discussion:
and I think we cen find s way to meet them.
. Now, one more reflerence tc the chairmanship and to
the status of this Councll. I again ask you: let's leave
that for » little waile to see how I come out with the
Attorney Genernli., I have lost a f'ew rounds, but I have
von & {ew. 4And let's wait and see how this one éomas out.
We certainly-WDn't bezany worse off when I get through than
we are now. 5o let's see bow 1t comes ﬁut. |

MR, HAMON: Mpe, Secretary, L apqlogize foy injecting
& gquestion here, or reguest. We were dlscussing, when you
came in, the necessity for increasing the naﬁion's_proﬂuc~

tion. I come from the producing segment of the industpy,

and represent on the Council the MidQContinenﬁ 01l and
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Gas Assoclation, whieh 1s in the mid-continent area,

I quite coneur in your belilef that production must be
increased and exploration must be maintsined. We have
been laboring and willingly laboring and are willing to
labor with matefial and manpower shortages. X think the
price freeze is fine, although as & producer that is almost
hefesy. But we want to help out in the defense effort.‘

But Mr, beoretary, we can't continue exploration and
development if we apre hamstrung in the deplebion allowance.
Now, the Secretary of the Treasury 1s going to make o
recommendntion to the Ways and Means Committee in.a few
days on the Treasuryfs polley.

It 1s Just vital, 1t is essential, it is a historical

allowance, thet we.hQVe gotten in the o¢ll business; . and I

- am wondering 1f 1% 1s possible at all for you to ponvey

to the Secretary of the Treasury that the defense effort
will be seriously impeded if we are to be hamstrung and
our attention is to be diverted with a fight on our
depletion allowance, which 1s historical and necessary.

Now, it means simply this, MP. Secretary,. The big
companiés can stay in business. They would have to have
pPerheps {1 a barrel more, or 5 cents a gallon at the filling
station, But we independents who are not incorporated
would simply be destroyed. We would be out of the picture,

end I w-n{ to request of you earnestly, Mr. Secretary, that
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at the higher levels you present our case for us.
Thanlt you, siwn,
SECRETARY CHAPMAN: ILet me meke this enswer to you.

I would not puhlicly gay to thls group here today that I

 »m going before the Secretery of the Treasury or that I am

going before the President or anybody else end askk that they
lower or that they paise your present 27 percent depletion
allowance,

I am only going to say this: I nave had the opportunity
on move than one occasion, and many times I have done the
very best I coﬁld to represent the Ilnterests of £his industry,-
in which I thought I was fepresenting the interests of my
country when I 4id it. I still believe that, and I want to

say that I do not think I have hurt your cause in the

~inter-councils when I have had 2 chance to consult with them.

I will not say to you that I am going to recommend %o
Secretary of Treasury Snyder that he.make no change. in
thet at all. I will just simﬁly say wait until we get
through with Congress and let!s see what happens. So I
don't wnn£ to make » statement on that particular point,
If there are any other questions, I will bs glod to
make some reply to them.

MR, JACOBSEN: The question I was going to ask is

being covered by the Secretary right now. I want to point

out that as we all know, not infrequently we will find
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various gections of the Government, each in looking out

for its own particular field of inberest, wmorking to some
extent 8t ¢roass purposes. The work that'Jake Hamon referred
to here zbout this depletion allowance %8 one. You could
name & good many §thers‘ |

Those things are natursl and uﬁavoidable_bQQQESe you
have » good men in charge of a:certain Government and he
looks aut for the Interest of his department,

What I wanted to ask the Secretary waé thls, whether
in cases where there 1s such a conflict and where we £ind
that the action of one section of the Government would
work contrary to the purpose the Sgeretary has expressed,
namely, to do everything to promote the search for and
developnent for oil, we might call on hinm and enlist to the
extent he can give 1t to us his cooperatvion on our side,
even though i1t wight mean taking & stand agaipst some of
his colieagues in the cabinet?

SECRETARY CﬁAPMAN:. There are no newspapers present,

I hope. I have done that; with all,I know how.

MR, JACOBSEN: Fine. Ve bheg of #bu to do 1t again.

SECRETARY CHAPMAN: T have done 1t to the best of my
gbility I think T possess to do 1. T may have doue i%
inédequately, but I have done 1t.

I realize this; you héve got to recognize the fact that

the Secretary of the Treasury's business 1s to ralse taxes
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to pay our bills. BSo he isn't going to overlook any of us,
whether it be this inﬂustry oY somé other industry. But I
will not go vp on the Hill to testify publlecly on thils
1ssue at this time.

I may change my mind later, but as of this moment I
won't.

Mﬁ. JACOBSEN: That means, of coursé,~when the time
comeg we might ask you to glve us an hour to explain our
gide of 1t, because wheh it comes, without going into
detalls, when the Secretary of the Treagury says he can
gain so many willions of dollars by cancellling the depletion
allowanse, hs is talking through his bonnet, because the -
Government would lose in other respects a #ery Substantial
portion of what they would collect here.

FPorp instancé; Just to cover one point, the provision
of chesap gasoline; that ;s very largely due.te the depietion
sllowance, snd has provided both the Federal and State
governments with an ideal taxation vehicle} and they have
collected more money by way of taxing gasoline than they
could posslbly have collected from the.oil-industry.'

Dut we need'nt go Into details. |

SECRETARY CHAPMAN: Not meaniﬁg to be_faqeﬁious ﬁith
ybur?argﬁment at all, but if we follow %o the Ldgicéi-
conclusion of what you &re gaying_u:its ultimafe énd; you <

wouldn't collect any taxes.ﬁfou would just continué on thé_
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widespread base. You would continue spreading the bnse,

. but nobody would be collecting. So somewhere you have got

to cut 1t off now.
I want to give you a chance at any time wo mey need
thet, and I will listen to anyone who wants to talk about

that, because that is 8 very serious question to the indus-

try. I realize it, and when I raised the question %o you

@ moment ago about the need for this counmtry for produetion,

ve need wore production; we need more exploration work
being done; end that argument has been as forciblyxpresented
as I know how to make 1%, the fact that exploretion and
development needed to'be carried forward, and I did not
want to see anything that would hamper or curtail that
Interest in that direction.
CHATRMAN HALLANAN: Mr, Secretary, I think Mp,

Me jewskl has a questilon. ) ,

| MR, MAJEWSKI: I don't want to do any apple polishing,
but I do went o say I think the Council appreclates what
you heve done on this order that you have Just

signed in getting 1t in the form in which you have gotten
1t. I think the Council is unanimous in its opinion, and

I for one, speaking for myseld and for fellows like myself,

think you did a grand job.

I think, too, that if you are left alone for a little

viile on this other question, maybe you cin resolve that




H39

41

favorably. I too believe that we shoﬁld do:n@thidg t°”".l
upset what you are now doing. But wen you need some of ug,
you know we can help you.

I used to bhe in these founds that you win and lose.
Inu.know. sometimes you can do that with the help of the
way you Set'up the ring. And having hed sone axperience,
some of us, in getting sluggmed a little, maybe we can help
you.

I do like particularly one thing you séid,abouﬁ this
octane order. It bothered me. Sowe of the statements,
wailintended by people on 1aét Thursday who sald that there
was diserlmination im the order, I think were bed for the
industry, particularly when the industey spends on.the
one hand $1,8500,000 for oil industry 1nforma£ion; and then
1t comes to & public hearing and 1t gays there.;s,&iscrimin-
ation in an order.

I think thet is bad organization on the part of the
1ndustry. But I hmve heard jou say todzay and previously
thet any order thet is put‘in; and everybody admits jou
need this stockpiling of lead, that as soon &8s the job has
been completed the order will be rescinded and that there
Will be no orders issued unless they are necessary.

I am particularLy pleased at what you said. about that,
and I think that answers the eharge of diserimination --

an order in ef'fect only go long as it is needed to accomplish
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the speciflc defense Jjob,

I am glad I.came here, even though it was ley, to heear
what you had to say.

SECHETARY CHAPMAN: Thank you, Wr. Majewski. I do
hope you appreciate the fact that you’ére a large industry,
and I know you do; and it would be impossible.to try to
issue an order thet wouldn't have some adverse Little
effect on somebody somewhere. You are only human, and I ri
try to‘pﬁt myself in thatsame category as helng humang'too.

I may make some'mistékes, and probably will., 3But
I want to be certain that those migtakes are méde,in behalf
of the fellow who thinks he is golng to be hurt, if it 1s
possible to proteet him.

Now. I have no preconceived prejudlces against anybody,
against any part of the Ilndustry that I wmnt topenalize
by any order. I want to assure you that, I do‘not‘care
whether it is some fellow I agree with or disagree with.

I am never going to sign an order with enything of that
in my mind.

I am not going to 21gn any orders I slgn -. and I
know I em spesking for Bruce Brown when I saj this; he
wouldn't either -- except it is for the final interest
of 6ur country; and this igs the only way wé can get this
stuf'f done. |

Now, that 1s the way I {ntend to follow 1t, and I hope




H41

44

that no one gets hurt in 1t, And Mr, Majewski is correct,
we have statéd bofore as a policy, and T say 1£,again, that
none of these orderé, we hope, will ever be permanent, We
want to0 eliminnte them és fast as circumstances will permlt,
3o that you get back to your normal competitive position on
your own; without any interfeﬁence._ That s, after all, the
best gosl for anybody and the EeSt approach for anybody.

That 1s what I am teying to do the best I can. Are
there zany other questions? )

If not, I have got some fellows on public power angd
private power on a little argument with me in 2 few miautes.
I had better go up and listen to them. You boys at least

are all on the same side.

You mentioned one thing here about your need that I want

to make reference to, the question of steel and the alloca-

tion of steel péquirements.' T think M. Brown has got

some information on that that he can give you,. later informa.
tion ﬁhat he can be wmore in detail td glve ybu‘spme iﬁformaq
tion ahout; than I can; and T want to ask Bruce to tell you
about that. He can give you the pretty accurste. picture..

As a matter of fact we are coming along in pretty

good shape cn that. I think from his report to me .wWe are

goingz to be all right on that beforé we get through. That
is where you fellows help. As Mr. Majewski said, if we set

the ring, we can win this thing. You boys can certalnly
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help set » ring.

I wﬁnt your help on these things. and we will need
1t from time to time in different srees. So make your
in@prests known, You see, after a while these fellows
gat uéed to seeing ne and they get also kind of tired of
me; and if we have gsome new faces coming around, new
interests, even if they are saying the same things I have
said, you say them differently.  And they begin to attract
interest in this fellow eand it helps an awful .lot,

I know when Bill Boyd used to go around here .in this
town tallting to fellows Sbout some of the petroleum inter-
ests;the day before I had talked to them, I didn't even
get a smile off theilr face; when Bill gets thrcugh with them
they give him everything he wants. |

so + am going to leave 1%t %o you folks, men like that,

to help me set this ring. We sre going to win this fight,

‘We have got to win in the interssts of the peaple; and

you folks are not only interested in youv'industry. hut

you are'intevgsted in the end result of what we are gding
to get -- and that 1s the securify for our country. .

I believe wé are going to getlit. I am very pleased
this morning that I think things are moving slong as far
as they have gone, Mp, Hallunan; and i think we .are. dolng
all right. Give me .82 few mere days on this Council program
end I will see what we c&n dc with it. |

(Applausé)
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CHAIRMAN HALLANAN: Admiral Bigss, do you mind answer-

ing Mr, Graves! queation at this time? This is a good

time to take it up.

ADMIRAL BIG@S: Yes,

What we have found, gentlemen, on the immediate supply
is that we are dbing pretty well. 'Now,'one of the curses

of this business, both from your side and mine, ip that

-about the time we Tthink that we have a pretty good, at

1éast medlum-range plan, there 1ls & succession of brush
fives ﬁhat break outéll‘oVer the place,

AWe had, ag you know, a véry tight situation‘on the
aviation gasoline set-up. You are all very well acqualanted
with that. Youldid a wonderful job on iﬁ.‘ As bveviously
predicted, at times I am being accused of not taking.What
1ls offered. But cheer up. Again, as T told you last
tiﬁe, there 18 that old éaying in the Navy, "There will
be Yliberty at 4:30 this afternoon, but there will be no.
boat.” When you are on boaﬁd ship seven miles from the
shore, that does not work very well, |

We got the seasgoline, and then we discovered that wé
haé a transportztion ahortage,';noﬁ'only in tankers, but
in tank caira and various other media to get items to the
av-gés Bpecs. -So we bullt a 1arge'fire undef Bruce, and
the Pirst thiﬁg he knew, instead of worrylng about aviation

gasoline suppiies, he was in an ever-redueing circle, which




row 2

%
almost became a spin, to.get tankers. So we went into
the tanker business in a big way. And I want to take this
opportunite to congratulate the PAD because they were the
first people to get a voluntery agreement about anything
approved under the National Defense Aet of 1950 by our
good friends in the Department of Justlece. One Dean Hodges
by name, who ag a member of N.P,A.B. has had certaln .
unvarnished rewarks made to him concerning the transpor-
tation of pefroleum, had been pretty well educated. 3o
he got rm over by a coﬁple of érucus here and~thére,
including my éide:6f the fence. -

Wa think that we have the tanker situatilon under con-
trol. We have a voluntary agreement to do something abvout
16, |

We have a great tendency in the military as well as

in Industry to get all exclted about one particular iten,

and as gomebody sald about Admiral Mahan, when the admiral

was inopecting his ship, the admival inspecting the ship
of Mahan asked, "Where is the captain?" The answer was,
"The captain 13 down in his cabin writing a book," And

the old man said, "And he has this mest as a ship?"

Well, it is & funny thing. Nobody remembers the name

| of the admiral who inspected that ship, but everybody re-

nembers Admiral Mahan.

So there are two sides to this argument.
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Now, we started looking out the window about aviation

t gasoline, and sll of & sudden we woke up in the cold, gray

.f'daun and took a look at our stocks of Navy spacial, and
 then everwbody in the vieinity of me and the Pentagon did
- three outs*de 1oopa and lénded in fronb of my desk, and it%

'f had been nene of my damed bhusiness up %o thon, because

;E it was a service opératibnal problem, and I am a planner

by trade.

waever; it became our personal responsibility to flnd

' out what had happened to the navy speciel fuel oil stocks
"~ 4n @ oritical area. So mot taking eny part in operatlons,

"wé pulled a shortstop catch on a bunch of tankers and

we turned them around and hit Pearl Harbor wlth them, and

" .sent them back, without their getting back %o the Coazst,

Thet is one way of doing 16,

Those are the things that we have to do anxd the

.things that enter into whether or not the military re-

”qhirementé are being met,

Now, how meny oxtraordinery and terrific backfliips

Jdo you have to do ta make sure uhau the milﬂtary require-

‘mnnts are baing met? It was not the fault of the industry;

“1t was noﬁ the fault, necessarily, of ourselves that we
:ifggt caugﬁt thort évery onc¢e in & while in-one of these
Ifthings. That nits us on one of my pet party lines on

fthﬁs whole dral. We avre not proceeding, gentlemen, to
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rgw U . ride Mrs. Astor's plush horse in the case of an all-out
emergency, not any more. Therefore, we not only must
think in terms of this oll barrel of ours and how to
:increase 1%, but we have Yo think of an over-all energy
and transportation palance.

With all this hocus-pocus and general bull, the ro-
quirements are balng met. Wo would be svrﬁrised, pained
and disillusioned if the oil industry did not meet them.
We always have done it somchow, We are trying our damnedest
t&ldo all that we cén to‘make that Job as easy for you
as possible by doing a little ex%ranurricular actlvity -
‘of our owm, ‘

. I 414 not mean %o give you a lecture, bubt ¥ usually
do, So ﬁou are used to it, If anybody has any sﬁecific
queationé, I shall be glad to answer them,

MR, B, I, GRAVES: Admiral, is 1t possibie ?o worlk out
any plan of having the militarj.accept offers more quick-
1y? We find that lnstances of éelay we bid_on a plece
of business and we have to produce it; we have to put up
a bond whgn you vant the oil. It may go on'a-nmnthlor
two and then another bld will come in., We camnot bid
on that if we are going to be awarded any business uvnder
the other offer, B

We realize the emefgency and vhe difficu;ty, e

if 1t would be possible to speed up the acceptance of
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offers -- we are all short of storage, and we cannot hold
the oll w-.anything that éould be done to assist in that |
regard I think would be greatly appreclated by the industry.
| ADMIRAL BIGGS: Captain Tripi is heve from the Purchase

Agency, and I think I can speak for him. I &m-sﬂre that
everything poasible will be done to speed that up.

Now, we have problems, too, you Iknow, ﬁimilar to
the Secretary of the Interior, Ve have some very excel-
lent legal boys in the contracting business, We‘cannot
go out anﬁ Eell our two lawyers as you gentlemen maﬁ,
"lLool, you two birds draw up this agreement and bring
it into the two,boésés.here and maybe we will approve
1%," because there 1s moré fine print per square yafd
of appropriatiop b1lls than anything else, That 18 one

of the thinge which gradually oreeps in. We do, however,

Captain Trippe and hls organizatlon to try to sbeed that

up, and they have a set of Instructions, I hope -- and
1f they have not, they will probably get them ~- that

we know 811 of the places in the dammed book where it

says, "No,." Now, for God's salte, find a place where it

says "Ma:fb& M
MR.-MAJEWSKIé I have a question that bothers me,
and that is, with this price-fixing thing that is now in

vogue, will the military or the govermment inaist that
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rew- 6 av-gas and component parts come under this priceufixing
stabilizatlon agreement that is in vogue? That thing
bothers me. |

Maybe you are noﬁ the fellow %o answer 1%, I under-
stand that the définition of a emall produoer ;s 30,000
barrels a day or under. Butb if those are suall fellows
‘and they ae asled to bid on component parts, you are not
going to ggt sny blds 1f we are going to have to go
through all the travall we went through in 1943, 10M4 and
1945, énd damned near lost the war fighting it.

ADMIBRAL BIGGRS: I think you have been in thab ba%tle;
Bruce. |

IR, BRUCE BROWN: T will pinch-hilt fqr the admliral.,

I do not thinlk either of us knows the answer,

I think the prices on all theée products will be
policed? end they should not go up unless the ilncrease is
thoroughly justified._ This price freeze has hit us, and

. there Iis no answer for you today | |

mr. Prelesman was inviﬁed. If he is heré and has
a dlfferent anaver, I should like to hear it. But.I shink
he will have the pame one,

Is Mr, Prabman here?

CAPTAIN TRIPI: No,-he is not here.

We have specifically requested that av-gas be exempted.

CHAIRMAN HALLANAN: Captain, I think you had better
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come wp front, if you will, pleace.

CAPTAIN TRIPL: We have specifically requested thab
av~gas be exempied from price controls., Now, whether that
will apply or not, I do not know. Bubt I thiﬁk they are
going to honor our requezt, And the reason is obvlous,
that we would like to feel that that will not be the
weadlt point, Mr, Judd, of ASA, 18 in agreement with that

wofficially, Now, whether that will transpire or not,

we do not know,

MR, MAJEWSKI: Can you %touch on the component part

business, captain? That is important to me.
. CAPTAIN TATPI: No, sir, I cannob,

Concernlng these delays that were mentioned %n taking
advantage of these av-ga® offers, I am afrald that I do
not quite understand the nature of them, unless ﬁhey
are delayes which are occcasloned by the fact that we have
to obtalnh clearance for every tiransaction in excess of
$100;000., |

Let me go back., You know that we are a Jolnt agency
for the Army, Navy and Alr Force, The only reason that
I aﬁ the executive officer at thls period 1s thet it Is
the Navy's turh to btake the offlce. An Armny colonel had
1t before me, and the next men will be an Aly Force wan.

Now, for purposes o’ expediency through location and

other reasons, we are at the moment operating under the
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rew 8 Wavy's purchasing procedure, Therefore, whenever we
have a purchasé in excess of $100,000, the office of
the Secrétary of %he Navy has %o clear that and give us
clearance,

- The purpose of ﬁhat oripginally was to compare, In
the case of a large trangaction, the price we are obialn-
1ng with other’'prices on simllar deale, so that theres would
be no questlon of discrimination, or one service olfering
more favorable terms, That usually takes quite a bit
of time, because it is difficult for the people in the
office of clearance to ascertaln whether gasoline at 22
cents & gallon_is a fair and reasonable price, wherean
fust lest month we paid 18 cents for it. Ve have to
éxplain why, _ | 7

| Ye do that in conjunction with the PAD, Such mer-
ginal deals are referred Yo the PAD, and 1f they certify
that the deal is falr and reasonable,_and we certify
that it 1o, the chances are that 1t will go- through.

But as Admival Biges sald, these people wandb to be showm.
They are from Missouri. |
So those are the only delays that I know of. . If
there are any other things that are causing delaye, we
would like to know sBpecifilcally.
CHATRMAN HALLAWAN: Oaptain, do you think that is the

bottleneck that Mr. Graves had in mind?
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CAPTAIN TRIPI: That is the only thing that I can

thinlk of., If there is anything else, we wovld like to

Xnow, because we are in the position of grabbing all bthe

av-gas we can, and we would be very glad %o have about

4,000,000 barrels more, vhich Admiral Biggs will tell you

- about,

cHhIRMANlHALLnNAﬁ: Thank you, captain,

ADMIRAL BIGGS: On this business, one of the surest
ways to get actlon we have found 1s this. If you read
ponme of the classlfied correspondence that has beenéx-
changed between Bruce Browa aund myself, yon wouvld think
e weﬁe mprtallenemies. Now, the reason for that type
of . correspondence is Hthis. I whisper in his.éar, "Look,
I need a lever o pry a couple of guys looge, ' So you
wrote me a léetter and give me particular hell,"

. So them I can balte that in my Little hot hand and
ruahaarbuhd the Pentagon;

MR, JACOBSEN: Did you draft the letier that you
wénted provided you?

'AﬁMIRAL BIGGS: MNobt always: Bub at least he has
a chance %o clear 1t before he aigns 1t.

Now, of course, Wwe wlll beef 1ike the devil 1? ﬁhe
0il industry comes,in and says, "Look, what im the matter
with you birds? You are screaming for this and screaming

for that, and you don't take thils and you don't talke #hat,
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ditoy box;;iJust give us a good unﬁarnished goose and
a nice, sharp s%lletto.”

Welget enough of those. Every now and then something
given,

Now, I do not have to explain a kindergarten pro-

cedure like that to you people. T hope mot. Thatv is

the way business has been done, I think, for a long time,
especially when you are dealing with povemmensal red
tape in operatlon.

The av-gas propositiqn has two very tough facets
from our standpoint: _Firsﬁ 18 the product. We are getilng
the product. Ve juét got a purchase order last wéek
from the Air Force for 14,000,000 barrels additional,
givided 1,500,000 of 115 and 2,500,000 of 100.:" Now, where
dld wa get that? The Petroleun Commitbee submlbted a re-
pord to the Joint Chiefs of Staff invlting éttenticn of
the Joint Chiefs of Staff to the fact that certaln re-
aquirements of reserve stocks of gagoline that the Alr
Force and the Navy specifically wére supposed to have were
what we considered at very low ebb, And we thought Aome -
thing ought Lo be done about 1%, |

The Mr Force and the Navy had been Grying to geb
obligaﬁidﬁ aushority and trying o get appéopriationa'tp
buy the gaseline and torlease the storage or to Euild the

storage to put 1t in, but they had not heen doing'very'We11.
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' it out here and there and zaid, "We will just talke
$25, 000,000 or $50,000,000 of this out,'because wa do not
think you will need it next week."
Now, sbtrange as 1t may scem, thé réport that went
in from the Petroleum Committec to the Joint Chiefs of
Staff got the Joint Chlefs of Stéff all exelited, which it
was intended %o do. So they sab dbwn aﬁd wrote a red-hot
letter to the Secretary of Defense and the Chalrman of the
Munitions Board, and sald, "What 15 the matter“wiyh you
birda? Why dontt you get these guys in busineSB éo thatb
they can get the stuff that we have told them they should
have?" |
So the letter comes backlfrom the Secretary of:Defense,
and down through the Chairman.qf the Munitions Board,
and it comes back to my deslkt, and they ask, "What are
you goiﬁg to do abdut‘it?“ |
But in the iluterim the‘Secfetéry of Defense had
released cerbain obligatilon authowrlty and certain funds
for Btorége and gasoline, wntil all,of:a'sudden.we.discover
 that we need %,000,000 barrels of av-gas in addition,
( We knew it all the time. But that iq the reason fof the
latest requirement, Lo tvy td meet atrleast“the esgsentlal
reserve:ilevel that we considey as the minimum.

then you go from 48 groups of aireeft to 95, gentlemen,




and you have to get up & regerve, that rescyve jales
about 14 lmots, and the aiveraft is llable o make 300
miles an hour. Sc you have to start earlier with aviation
BRR.

| Now, how nmich of an impact that wlll be and how rmuch
we can get, ve ara trying to determine from EAD,' We have
good,répérts from the industry on what they can do,'énd
1t is up to us, Y think, betiwwteen us, to try to tell you
gentlemen other things that we think dught to be done
next and make 1t as reasonable a program as posgilble,

We ave getting along all »ipght. Ve have nervous
prostratlon every now and then, ahd recover eventually,
we hope. _

| MR. B. C. GRAVESz Aémiral, 1t is a 1ittle dlfficult
#r me to understand how there can be a transportation
shortage for the mllitary. The mlilitary should be satis-
fied first, in my estimatlon, And if there is a |
transportation shortagé,_iﬁ would be a'civiliaﬁ trangpor-
tation shortage. That is my thought in the matier,
And T just want to get myself stralght, because I cannot
underatand ybur frequent reference to a transpovrtation
shorbage for the milltary.

MR, MAJEWSKI: Off-shore, he lg talking about, I
think, and not on shore,

ADMIRAL BIGGS: Ouyr principal transportatlon shorsage
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wald in obtaining tankers, and ay you are well awave, we

Sent out proposals, and not even Barkis was willing.
MR, B. C. GRAVES: I understand that betber. Thank

you. |

MR, MAJEWSKI: I would lilke %o agl a question that
bothere me, if you are going o héve this 4,000,000
barrels more of av-gas. Sonme people have gone to the
proper departments for certificates of necesslty for
accelerated amortization, and after they look at this
thing, you can get one for two bits; you can pget a 100
percént amortization. And if it is for $1.50, you get
vhatever the guy you are dealing with sebs, maybe 75
percent or 85 percent,

T did not understand the law %o say that. Maybe it
does-give‘ﬁhe fellow who finally issucs and approve#,
that right. But I think if you are golnpg to get bthe
masimum amount of conﬁribui_:ion from the smaller vefiners,

30,000 barrels and below, eomebody is going to have

~to sign those accelerated certificates of necesslty
for 100 percent. And I am wondeving 17 this it not the

time to enlist the ald of all good mEn,'Whether they are

Republicans or Denocrats, in ¢he Government sevvice.

I was a 1liGtle bit mortified aboub this terrific red

tape that you speak of, Admiral. I know 1% does not

- pecur vhere you are, Bub on shore you could turn around
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and gpeed that equipment nmmeh faster -~- tum it arount --
than it 1s moving,

But I am ﬁot golng to eriticize today on that, I
want some information to pase out to the little muy that
asks you, "What about this 70 percent or 80 percent dis--
crétion, or 50 percent in some casea?" |

T think that is wafair. If you have on the satuse
books a law thaﬁ.séys_you‘aﬁe going to permlt accelerated
amortization for wab purpcges, there should be no five
percént guy * in 5etween cuﬁting you off, if it takes &
five peycent guy to get you the 100 percent amortlzation.
‘That 1& the Iind of thing that people do not nderstand
in the fleld, I would like a 1ittle clarification, Maybe
you o¥ Bruce could give it.

ADMIRAL BIGGS# I am in a beautifql position on thét,
Barney, I donit lknow a damned thing about it.

MR, MAJEWSKIt Do you know where we could find out,
Mr, Chalyrman?

CHATRMAN HALLANAN: I think that Bruce willl lmow aboﬁt
it.

ADMIRAL BIGGS: I think that you will hear about that
-later, Now, of coﬁfae, yﬁu appreciate that you make 20
percent‘on your money or bebter wlth a five-year amoriil-

' zation progvam; so you ought to be intereste& in this ve-.

fining capacity.,




w15 MR, MAJEWSKE: UWe are,
CHAIRMAN HATLANAN: Thank you very much, admiral,
(Applause, )
CHATRMAN HALTANAN: Gentlemen, I think 1% was the
@y after Thankeglving, thé day of the heavy snow, that
Bruce Brown was persuaded to come to Washington and become
Deputy Petroletm Administrator. I think he came with his .
eyes wide open, that he was not golng to lie in a bhed
of roses, On the other hand, X do not Lhink that he
had an idea that he was golng to haﬁe to walk through |
Gethsemane day end night, which he has had %o do most of
the timélthat he has been here.
Nevertheless, thrdughout the Industry there has been
a great confideﬁce in the development of the Petiroleun
Adminlstration for Defense because we have confldence in
the ability, integrity and leadership of Bruce-Bréﬁn.
- He has. been engaged in the development of a staf? that
T Wnow has attracted your attentlon, and I kﬁow_that the
commitiee on Government personnel, of which Mr. Alton
. Jones 18 the chalrman, has given complete cooperation
Jin brying to provide suitable and écéeptable“and-éapable
( - Andustry men for the important assignment. |
I lmow it would be interesting to all of you to have
the opportunity this morning %o have ﬁruce review Jﬁat'

what has been done and where we are and where we are golng,
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And with the sipgning of the order of yesterday, whih
clarifies the poeition of the divielon and the Deprruvment,

certainly we can look foxward Lo greater impstus from now

~oh in this emergency aselgnment.

MR. MEECE: 1Mo, Chairman; 15 there a copy of that
order available? | |

MR; JACOBSEN: M. Chairman, I do not lmow if we ave
quite through with the three requests of Mr, Stewavt,
w111 jou.oome baclk o that a little later?

CHAIRMAN HALLANAH: We will come back to that later
on,

MR. JACOBSEN: Thank you,

CHAIRVAN HALLANAN: I now present Mr, RBruce Drown,
the Deputy Petroleum Admlinistrator.

(Applause;)r

MR,VBRUCE BROWN: DIMirst I would like to comuent in
a little more detail on some of the things the Secretafy
%old you, Some of the aside guestions I.had;indicafed
that that might be aeppropriate, pavtlecularly with'reépect
to the subject of gas, In his extemporaneous remafkﬁ,
le continued %o refer to the distribubtion of gas. He did
notremﬁhasizé the transmiss;on.of gas.,

In World War IX, the Petroleum Administratlion for
War had the responsibility for the production 6f natural

gas, and I think the conveyance of 1% in gathering linee
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o AT over %o uwhers the long-distance transmission lines began
to talke 1t %o the customers. Responsibility for the
trangmission and distribution of gas rested in an 0fflce
of war‘Utilities in the UWar Prbduction Board, Af ﬁhis’
go-around,‘the oyiginal responsibllities as split up
by the Procident in his Tirst Executive Ordér uﬁéer the
Defense Produétion Aét, gave Secretary Charman the de-
fenpe responsibllity with réSpect %o electirie power which
had.been in the 0ffice of war'Utilities and with respect
to gas, And his order cmting the Petroleum Administration
gave to PAD the responsibility which he had recelved for
gas; and this order vwhich 13 the second amendment, that
13 being distributed now, continues that situvation, in

- which the Secretéry the remponsibllity not only for petroleum

but for gas. And that responsibility ineludes production,

~tranamission, distribution, and it also includes manu-
Ffactured gas.

Some of the important elements of business that are
engaged in the tranamission and distribution ol gas
sought to have a-separaﬁe gas adminigtration for dofense
.establishad under Secretary Chapman, with a sevarate

{ - deputy administrator responsible to him, - That is what

the Sécratary vas alluding to this morning, ﬂhen‘he sald
that after conferences with the Councll, he had again

' reacﬁed the conclusion that the full nsﬁonsibility for gas
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production, tremeportatlion and distribution should rest
in thia sane agéncy,'this Petroleum Administration for De-
fense.

So he wrote a letber to the peoplevho belonged %o
the Natlonal Defense Committee of the American Gas Associa-
ﬁian who had been tdiing %0 him and told them that he
wag 8till of the same mind, but that he would be happy to
have organized a separate gas advisory comneil responsible
¥ him, and_since he has insisted that I should be his
depuby on all of these things, that means o the Secrebvary
and myself.,

He has wriltten fo these gentlemen, and they have not
had an opportunity to reply. That iz what he was telling
ther, If in his Judgment after getting the replies, he
8%111 feels the same way, he 1s proposing to Set up as a
separateée advisor& body to %the Petroléﬁm Admihistration for
Defense a group of those individuals who are lnterested
in the transmigsion and distribuﬁion of gas.

He also.meant to.imply thaﬁ 1§ that plan went through
satisfactorily, he felt thabt the National Petioleum Council
should continue about as at present, because the National
Petwoleum Council has had represéntation from.those péople
who are intevested in producing natura1 gas;

Now, without getiing into the detall about who was

appointed to the council and as %o the falrmess of the
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repraesentation, what he wag saying was that the Natdonal
Petroleum Counell would continue.with the same type of
repregentation that itVﬁad before, wlth gas productlon

on 3%, and he would set up a separate advisory council

.on the transmission and distribution of gas, And he is

vefw hopeful that he willl get a favorable r59ponse, and
that we will be able to staff the PAD in such a way ag %o
have an adequate groun of expert people here to handle
for the Government thosé problems that are peéuliar TO
the tranemission and distribution of gas,

‘Aecording to this ofdef, he has delegated to me all
the defense authority that he'@osseases in the flelds

of petroleum and gas, subject to wy covnselling with

 him ag I should. Sc that would be under me, and would be

an integral part of the Petroleuﬁ Admdnlstration il thab

-plan 18 worked oub,

The Secretary also was swlsted thls morning, as
probably all of you'noticed, on the octane orvder, which
was originaily advocated by a lot of people to help make
aviation gasoline, but which was being presénted to the
industry not on that basils at all, bub because of the
'relativé.shortége of tetraethyl lead. I wlll reler fo

that latefg Bub he was twisted on, that, as I loow you

notidced,

':*Aa&far as this meeting today 1is concerned, I notice




- a chalir for everybody here today. X amunob maﬁ% about 1t,
¢ ' .

6l

A

that 1% is a L1btle nmove comforiable weeting than soune

have been. One of the ways L on getting hell down here
i because T hove Insisved on that. Thoere ave o lot of
Governmment agencien that ave vexed with me thio wmormlng
becausa we asked wabher polintedly that They 11mit thely

attendance at this meeting to one or sometlues Twe peonle.

e r

in it we sald could not come ab all, and I know your chalir-

man has been wyrying to poilee the indusury of this, no

that we can cub dowm the siz

o I9%

ES1Y

of these moetings

1

this room,.

Now, there is unversel opposition to wmoving ovt

of 4hils room. Everybody T have talked to about going

to an oundiborium, Jor gome place Like tThat, mays, "Wo,

you can't do that,” Well, we have no other alternative

except just %o cut dowm the slze ol the weetings. [ We do

not want to ont out the covnsellord: we do nob want vo ovu

oub the essential Government represenailvey. Dut vwe hve
to wegtrict it, T hope you like 1%, hevonns I am getbing

aulte g lot of pasting because of i4. However, there is
but I Just want to eall abiention to the faet thei you
can all 81t down today. XLt has not bsen trus for the last
thiree or four neetlngs.

T do not went to duplilcate amything I seld at the
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rey 21 last Council ﬁeeting, but I do want %o refer to some
additions to our éﬁaff-tha% have oceurred since I last
addregsed you,

We have a very compoetent director of produciion f'rom

| the iIndependent side of the family, Mr, Dlck Iawion,

Will you stand up, Diek? (Applause.)

Now,-this gentleman's papers have not'cleared, HO
that tﬁis is 1llegal, but T am golng to rveduce the size
0of the Céuncil by one man, because we are getting a very

- prominent independent refiner, Lo be Director of Refining,
Nr. Reid Brazell, (Abpiause.) |
,Deén Hodges has already had a bouguet from Admivrsl
'.‘Biggs, but I do not-believe hé was in office when you last
met-f ur dlrector of Supply and Transportaéion,'Mr.
Hodges . (Appléﬁae.)
| We have added also since I last met with you an assis-
tant director in thé ProgrémrDivision,.qu éears. T do
not think he is here, becéuseiwe have'had to festfiet
this meeting-too.much. But he is here working.

The last tlme, I menstioned %o you and-introduced %o
‘you the dlrecior of my Progrém Diviéion,'Mr..Burvillg He‘
mightjstand up again. lMaybe there was somebody that was
ﬁpt here before; (Applause, ) ‘

Mr. Franl Watts is going %o address you when T finish,

so that I will not 1ntroduce him at the moment.




wenr 22

66

We have had unlformly favorable and cooperati%e Ko
aponse from industyy. I have yet to be turned down on
a man that I have asked for, I am very grateful for that.
I wigh I could mentlon the very excellent cstaff that is
being acquined here, dut 1t would take o0 nuch time,
and I have not prepared enough notes 4o be suré that
I would not omi® ﬂomeoﬁe. But the Materials Division 1s
particularly well staffed now.

T have also to make informally an announcement thabt
will have to be deferred as far as the precs 1s concerned
for a few days, that I have made ny deals to get tio
asslistant deputiés,‘one in charge of dopesﬁic Industiry
operations and one in chavge of foreign operatioﬁs. My,
Al Frame, vice-president of the Mllltary Petroleoum Ad-
visory Bbard, hag consented %o Gake the position of asplg-
tant deputy in charme of domesilc operations.

Mr, Frame, will you stand up? (Applause,)

He is selling his house and mpving to Washington,
God bless hin,

After a great deal of thoupght and after contact_with

the milltary and the State Department and with the industry,

T am very happy to be able to say that the Seecvebany

has net only approved M, Prawme, bubt he has approved MNr,

C., Stribling Snodgrass to_be‘dur top‘man‘oﬁ forelgn

matters, probably with the assistant deputyls rank. Strib‘
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wag here all through World War IX, He was agsoeciate
Idirector of the big_foreign dlvision, and when 1t waé
split into three divisions, Strib became director of
the.Foreign Refining Division, He.is arffilianted with the
Bequel Corporation, He 18 going to pgle that up and come
ﬁack-here and try o lead us in our rat-race in Washington
with all the other agencies of government that want
to have something to do with oil abroad.

Now that the PAD Amendment No. 2 has been issued,
I hope very soon to be able %o announce the genoral
counsel, Itthink you all know who he 18 going to be,
W@ hadltp wait for this order and.one other thing before
we could persudde him to come and get him here. Alspo,
I thinlk that by ﬁebruary 15th, Elmer Batzell will be
here as flnance couﬂﬂellor, full time. He is working
as a consultant now,

My, Parten, who was lce-bound in Houston, and Mp.

- Marshall, who was not, have coﬁtinued %o be towers of

strength. I introdueced thenm facetiously to*aomebudy the‘
other day in a back office, saying, "This 1s the founda-
tion upon which thils ediflce 13 created."

Tﬁey are regpohalble for PAD Amendment'No, 2, for

the letter to the D.J. and many other things, too Aumerons

to mention here, T could not have moved at all wlthout

thelr supbortc Howard has been here practically as nrmech
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wpny PL éﬂ I have. J. R. has been here for %wo and a half weeks
at .a time, and the industry, if they like what they got,
certainly;owes a deep debt of gratlitude to them,
{ Also I have some more news which I think 1s‘good.
I do not think the man I am tallting amut 1lilkes 1% too well.
- But we Jjust could not lose Admiral Bilgges in this mess.
He was due to talke over a squadron, or something or other,
and one Secrotary wrote o another Secvetary. Thanle |
goodneﬁs he'is golng %o bhe here with us a while 1§nger.'
(Applause.)
We hope it does not intewfere with your distinguished
career In the Navy, admlral. |
{ ADMIRAL BIGGS: It wlll get along,
MR, BRUCE EROWN: But at least you are maldng a lot
o frienés . | |
The Seeretary had appolnted Me., Searles, of Arizona,
as a special consultant to him. Mr. Searles ls concerned
with all the defense agenciles, moxre perhaps with the
ofhérs than with PAD. But I invited him to attend this
morming. | | o
Would you mind ptanding vp, Mr. Searles, so that they
can gee you? (Appléuse.) |
We ére getting along very nicely, gentlemen.
The immediate problem that we have on starffing I only‘

want to allude to now, I do not think 1t is worth while




rew 25

60

to discuss it here, Dub w2 are sort of pt a doad end
on manpover. Wo very rach necd a compaiiont man to head
oUr manpower aétiviﬁics, and the first trizl I wade ab
it feiled, no% beecaunse of sny unwilliagness on the pard
tfrthe man or of acecount of vhe vnwillingness on the parts
of his company, buit because ol healtn. We have one man
already at work here 08 2 manpower apalyst, bub we very
mach need & top man In the menpover field. We are golng
to try to put our heads together and fipwre oub what to do
about 1t, and I wnderstand that later the Agenda Cormittee
will have a manpover dquestlon to present to the Councli,
which I alse wmderstand the 00uncil wants presented to
1%, |

(n the octane ovdewr, X want to give you two or three

facts on it. In the first place, as the Secretary said,

“no decision has bheen reached. 0One poiné that has been

brought out is that "We didn't have to conslder this
untll we were in the second year of World YWar IT."

One thing, gentlemen, 18 the fact That the tetra-

ethyl lead sltuation 1s in worse shaps than 1t wad in

World War II.

The seﬁond thing 1s thét it.has boen arpued that i
we drop octahes, thers would be a run ol premium gFasoline.
Now,. conpider- this fact, This is qulte dllfferent from

what itwas in World War IT, The natlonal average on
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premium gasoline is 2,04 ce's of lead per gallon, The
national average of héuse hrand gasoline containz 2,00,
So thewe is nob so wuch dlffercnce In the loading of
gasoline as between premlwm snd vegular wlth tevraethyl
lead as theve used to be,

T mentlon thoso things novely Lo gulde any thinking
that you might wish to do on the subjech.

T think that is all T have %o pay, Mc. Hallanan,

MR, MEECE: DBruce, is 1% not true that in most plants,
premium uses less? |

MR, BRUCE BROWN: No. The national average is 2,44
to 2.06,

MR, MEECE: T mnderstand the national averages,

But don't they vse less in the premiuvm than they do
in the house brand?

MR, BRUCE FROWN: It varles. Some of the most potent
manufacturers use the largest aﬁounts of lead, and soime
thaf you do not think would use a lobt, use a lot.

I would be glad to answer questions vailsed by any
pavty to what I said. _ |

CHATRIAN HALLANAN: Ave bhere any questions, gentle-
men? |

(No response.)

CHAIRMAN HALLAN&N: Ig there anythinglfurther that

you want Mr. Jones! commlitee bo do that it hae not done?
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rew 27 MR, BRUCE BROUWN: We are dreaming up some itiranspor-
tatlon requests for Vir, Jones! committee. I have already
alluded to thia manpower natter,

I forgot to say -~ excuse m2, but we all have our pet
toples -- I have not mentioned mine.. Mine is Bpace, |
There are sections of little old PAD which have only
abouti 100 people wWhere we ave: consentrated to the extent
of 57 square feet per employee., The average is siightly
less than;loo, about 94, e have'not staffed a foreigﬁ
dvislon; we have not staffed any diviglons to handle
transmlssion and distribution of gas, Ve have not any
place for lawyers to sit. We are in & mess.

Thanks for listenlng.

{Applause, ) |

CHAIRMAN HALLANAN: Thank you very much, Mr. Brown,

The problem of eritical materiaels wa# passed over
by Mr. Brown, and we have Me. Frank Watés with ue this
morning, who is director of materiais of PAD, and I take
pleasure iﬁ ﬁreaenfing the old experienced hand in the
problem of' materlials, who made a conspicuous.record
of success dqubing World War II, Mp, Franlk Watts.,

‘MR. WATTS: Thenk you, Me, Hallaman. -

Little d1d I vealize when in April, 1944, I last
appeared before ﬁhe Petroleun Indusﬁry.War Counecll, that

today I would be appearing before the Natlonal Petroleum
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Cowricil In the same capacltiy.

T want to express at this time wmy appreclatlon
angd Bruce Brown'g appreciatlon te you géntlemen for hawving
made 1t possible for us Go ataflf PAD's Materlals Diviedion
with people wﬁo are unusvally capable, wany of whom are
experienced in PAW, but all of whom you recognlze és'
being extremely well qualifiied Go assuie and discharge
thelr dufies and responsibllitiea,

Herb Hanson, formerly from the Superioi 01l Company,
B administrativé assistant, and arriving today. Phil
de, formerly a consulting éngineer, is now heading uwp
our Fcrelgn Materiais Branch, and acting assistant direc-
tor,

Charlile Relchert arrived as of this morning, formerly
with the National Supply Company, apd is heading up our
Production Branch.

| Charlie Webber, formerly with.Sun 041l Company, is
heading.up.our Natural Gas, Gas Transmission and Gas
Distribution Branch of the Materials Division.

0, B. MeClatchey, formerly with the Barnesvillle

011 Company, which is move recently called Sun-Ray, ie

heading up our Tramsportation Branch.
'Roy Wilson, formerly with the Sinelalr 0il Company,
18 heading up owr Refining Branch." | |

George Oller, formerly with Parirersburg Rig and Heel
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Company, 1l heading up our Petroleum Equipment Manufacburers
Branch,

Earl Strewe, formerly of the Recreation Department
of the Department of the Interlor, 1s heading up our
Accounting and Statistical Branch.

Branch Chilefs of the Construction and Mavlketing
Branches have not yet been selected and appointéd, but will
be by‘the time there 1s need for capable men to head up
those two branches. |

We have analysts and expedliers availlable to sexve
the industry, however, in both of those branches and in
each of the other branches,

buring the period just ahead of us, I think we can
anticlpate that there are geing to be, spealing firom
the national economy 1evel;'a rather wusual nuber of
¢islocat16ns, moterials-wise., Some of them ave’ going
¥o be rather acute., Some of them are golng to approach
a rather chaotlc condltion. Now, that period of dislo-
cation, in my opinion, with respect to some materials,
at least, is golng %o be more écute than'éven dquring
World War II, But the perlod of dlslocatlon -- call it
chaotlie or call i% a périod of confusién, i1f you want ~-
is again, in my opinioﬁ, going to ba much shorter, In
other words, we are going t§ resolve proﬁlems ruch move

quiclkly than was possible last time,
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There 18 on the part of defense and civil agencics
in Washington a great deal move anxlousness on the part
of everyone Lo roll up his sleeves and help resolve:
problems affectiﬁg our defensec progrém and our civilién

econory,

Now, one of the reasons, of course, for present

‘dlslocations or present confuslon 1s well lknown ¥o all

of you; There 1a, of courege, a sincere effort being
made on the part of labor and on the part of small busi-
ness and some on the polltical level, to maintain clvilian
economy at as near as possible the 1949-.1950 level,
Actually, thé,cut—backa in thelr consumption of materials,
have been, as disclosed by the avtomobile manufacturérs‘
news release, a short tlme ago, no more.than about 20 per-
éent. |

Now, at the same time, we are moving rather actively
forvard with this country's defense, program, with the
result that materials of the kind petroleum uses iIn
large quantitles are moﬁinglagainst DO's, or delfense
orders, at a rote varying with the size and shépe of thé
material from somewhere around 25 percent up %0 &5 per-
cent, Then there have ﬁeen a nunber of directlves lesued,
the freight-car directive, both Ameriean and canaaian,‘
a couple of power directives, and one o¥ two othefs,

whilch, added to'the derfense orders, have taken away from
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the_,availability of maberlals a quantity that is much
greater than the reduction in the use of materials by a
eivilian consuming program, with the resul: that there
are indwstries of an espeniilal nature, such as petroleum,
that are caught In the squeeze bebween those two.

PAD racognlzes fully that there is g very c¢lose
relationship between the rate at which petroleum operations
of all kinds can be carried forward ahd thé availability
of materials to those operations,

As Admiral Biggs and Bruce Browm and others have
brought out here,‘there is recognized fully the lmportance
of petroleum operations in our defense and other easential
pfograma.

50 in an effort to malte materials avallable in suffilci-

~ent quantities for petroleun operatlons, PAD, through

#e Mabterdals Divislon, and in cooperation with the
Operating Divisions and in cooperation with the National
Production Avthority and ovher agencies in wéshington,
has been seeking.%he:cobperation of éll.inrolling up

theiraleeves and striving to get a job done and a Joh

‘well done, of supplying materials in such quantities

to carry on petrolewn operailons.
During this period aheﬁd, of dislocatlons and comn-
fasion, whether 1t is a short period, as indicated, or

whether it stretvches out a little bit longer than we
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antleipate, the Material Division is in a splendid

‘poaltion bo vender spot assistance to petroleum operaiors

needing spot asslstance. That is, some item of materlal
that 1s required to carry on operatlons In either of its
branches.

I am very hapyy o say that the Industry as a whole
has been doing a good Job, as they have heen here for such
a long period of tiime, of using thely ingenuliy and sseking

cooperation and bullding ﬁp further the confidence of

“fheir established suppliers, and making it unnecessary

Or them to appeal to PADYs Materials Difiaion for agssis-

tance, except in a relatively small number of cases, and

whenever they have appealed, becausethe humber in the

over-all plcture has been kept rather small, we have

been able to expedlie the delivery of materials requlred.’
There 1s at the present time a P-98-B order being

propared, It 1s belng prepared for tiwo purposes. One

is with respect to MRO, mosterials required farmaintenance,

repailr and operations., We are dove—tailing that plarnned
order into similar orders being'prépared by the Natlonal
Prodﬁotion Auvthority for use hy otherlindustries. Jus’t
how quiokly thaf P~98-B for MRO mlght be roleased, I

do noﬁ rans to'predict at the moﬁent,;but;my guess i
that it will not be in the %oo fayr distant fubure,

The next word or two I wani to say 18 going %o be
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wlth respect to the need for obbainlng the coopsration
and help of you gentlemen heve and the companies whom

you represent. Based on present plang, the controlled

materials plan, similar {c the one I1a uwpe durlng the

iéffe;”gtages of %the last emergency, will Be formaiized
beéinning th; thifd quarﬁer of this year, and quaﬁtér—
by-quarter thereafter, '

Wow, if *chat_doe's take place, then that meens that
by tie Tivst of May, PAD wust be in a pbaitien to imsue
allotments of materials in a mannter rather similar so

that which was followed during the last emergency. And

17 that time-table 13 correct, then there 1s not a great

Jlapse of time between today and May first, in order fov

PﬁD; working aéparaﬁely and wiﬁh othey Govervment agencies,
o déﬁermine-the avallabillty of materials for petroleun
operations with respect to defense and othy needs,

PAD has beeén asked to prepare and tc present the.
petroleum needs oy materlals in a breakdoim simllar %o
that followed durlng the last emergency, and with respech
to al; materialé requiréd for petroleum operatiéns. gAY
will be presented by PAD as an over-all prbgram,.but will

be broken down in PAD, and the remaining program asccompanied

by the breakdown wlth respect to production, transporita-

tion, pgas distribution and transmiszsion, refiming; and

other phaes of petroleum operatlons.




e

78

Ve ave going to vy to use information that indvsivy
comnitices have already compiled, and we are going to
Loy, Eeyond Tthat, to proceed on a sampling basis to relleve
the Industry of as much detalls as possible. But through
Industry committces ai;d through help other ways, it s
going to be necessary for PAD, before March first, bo
have completed a preparation of petroléum neguirements
for matefials fdr presentatlon to NPA and for release
by WPA insofar as the controlled'm;tefials plan is con-
éerned for the third quarﬁer; _ N |

The information wili-beléompiled by PAD in what
PAD regards as being the easieét way on the part of every-
body that will be offoctive and yet realistic.

There has not yet been a cléar'definition as t{o
materlals required for foreign operationg, aithough two
programs which I am golng to mention place on PAD the
primary responsibllity of effecting equitable Alstribu-
fion of materials, not only in the domestic but in the
forelgn flelds of operatilon.

| This mofning {fir, Brown receiVed a telephone call in-
. forming him that the 0il country tubular goods program,
which;PAD had been actively praesenting and re-resenting,
beginning last November Oth, had been formalized to this
.exﬁent;,that commenaing with the month of April, dlrectlves

would be icsued to the oil country tubular goods producing
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mills that would result in the producing of oll country
tubular goods fox dcmestizig;port at a rate of 1,880,000
Yons a year, or 472,500 tons per quavten, and that Gthe
previously requested five-percent set-aside program
primarily for wildeat drilling.of completlng wildeat

wells had baen cleared through dlrectives to the milis,

~f”Jfﬁﬂow, that means that commencing with the month of

April, oll counbry tubular goods wlll be available though
field stocks thoperators requiring oil covntry tubular
goods for the driiling or complebing of exploratory wells
or for such emergency uﬂes.beyond that as PAD can make
avdlable within a flve-percent ov about an 8;000:ton
monthly progrem. And that will be eontinved month to
month thereafter,

It wae planmed originally that that material flow
through at mill level, bub recent devaelophenta, or develop-
ments of this past weelk, male 1% possilble to carry those
stoclks in the field where they will be' avallable: through
norma] channels of distribution. That 1s the'five-percent
program for the drilling and completing of exploratory
wells and for such emergency uses beyond that o8 can
be covered within an 8,000 ton a month program,

The remaining 95 percent, then, through the oecond
quarter of this year will flow to the industyy in the

pame general way that 1t 1ls now, that ls, thyough cooperation
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of the mills, the supply companies and the operabtors tTham-
selves,

Commence, then, with the third quarter of the year,
and suiTlciently in advance of that period, in order to
enable.peﬁroleum operators to plan thelr programs and Lo
gnable PAD $0 effect an equiliable distributbion of oil
country tubular waterlal within this over-all allotment
which I mentioned, the operators will ﬁreéenﬁ to PAD thely
drilling programs aﬁd againat those will get allotnents
in a2 manner not toa Aifferent from that of the last ener -
genoy, wlth the exception, however, that 1t is felt_that
for.ﬁhe time being, at least, there is no need of going
to an M-68 conﬁfol;

It is believeé that'ﬁhroﬁgh.the cooperation of the
units ofthe industry, State regulatory and governing bodies
and PAD, a very equilftable distributioh of' oll country
tubular materials can be made available for use in petrole-
um operations without going to an end-use .control.

That program willlmean that on March 1st, wo will
ask petroleum operators to present to PAD, on a simple
form that wag preﬁared in cooperation with PAD by some
cdnsultants-who were br&ught-in here for the purpose of
working Wl th us, thak infbrmaﬁion. That will meaa that on
March 1lst, the petroleum oﬁerators-will glve thelr inven-

tory positlion, or stock-on-hand poslition, to PAD on a form

N
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w37 _ ﬁade availéble for theilr use. And %hat will cover unused
1 mateﬁials, separated as to whether it iz a driiling rig
@ whether 1t is on hand at a locatlon other than a drilling
rig. | |
nperators who have on hand material that is imported
will prepare a separate form on that materisl only., And
those Torms will go in a separate drawer by PAD and will

/ not be used, based on present plans, for anything other

f han information purposes.

;' 1% no intention on the part of PAD to restrictlthe import
| of oll country tubulayr material, and operators who feel
( : that they can Justify the addltional cost to Impors méterial
ghould, In the mind of PAD, feel free teo use that material

? and supplement the stocks that they obtained through thelr

PAD allotments,
. This program will alse mean that during the month:

< March, the petrolewnm operators will present to PAD théir

oil-country tubular goods requirvements for the third
{

J

\\quaruer of the yaar. I will not go into detailn beyond

that unless queac*ond oo asked, because I em afraild that
moxre time-than is avallable to me wonld be*consumed in.

clearing up questions or In going into complete detall,

T Press eleases , however,\will cove? the whole program

‘I

/ and will explain it in detail.
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Under this program, bthe produectlion branch of the
petroleun Industry wiil he able fo move withoui dlsrup-
tion, wlthout dislocation, from this type of diﬂt?ibuéion
of materials over into distribution through the cdntrdlled

matevlals plan,

e —

Iam extremely happy, and Ilknow Bivice Beown ia,
and Dlck Lawbton back there likewise, and others, of PAD,
that we weie able to give you that kind of assurance at

this time that commencing with April no quanbtities of o1l

~eowntry tubular goods willl be produced at rates directeﬂ

by NPA which would be at rates appreclably greater than

those at which oil country tubular material is now being
produced, even including'impcfted material and conversion
material.

So although that fight has been a vough one, 1t
s one that we are havpy to say has been won thirough
the'con?erétion of the Natlonal Production Authorlty
and other agencles,.

Mr, Brown asked that I speak a moment on materlals
for transportatibn and éas.trénsmission and disgributlon.
I mentloned that Charlie Webber was in our Pistribution
Sectilon, heading up.one‘phase Sf gas transmission, and that
0. E. McClatchey was caming In to head up our Oil Trané-
portation Division today. We are bringing in this week a

man named Hopper, with the Washington Gas Iight Company,
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who 1s unusually well qualified in the filelds of natural
gas and artificial manufactured gos disteribution, So the
Materials Division is staffed there with somemen who are
very, very capable lasofar as transportation of matevisls

is concerned.

—

/7 It is quite evident that there 1s not going to be

i
! the mlll capacity in this country to produce tubular

% material at anything that approaches the rate at which a

e

wide range of operators would like to use those materiale

L or ﬁould likke ©o acquire and use those materials. So the

- problem on.the part of PAD worlking with,indusbry groups
18 going to be a broad one and one that we ave going to
have to‘apﬁroach wlth an open mind in ﬁrder to effect
the most équitable distfibution'possible of" the rolling
capacity, or the tubular goods producing capacity, of this
country, '
| The mills producing oil country tubular goods, of
course, d¢ not produce, in the over-all picturé, line |
pipg or tubular goods of the kind that I last spoke of.
30 all of usg have soue réther rough days-aﬁead'of us
insofar as line pipe is_coneerneﬂ, and weihavé some days
ahead of us tﬁet present problems. that we are going Lo
have to approach with an open mind;‘and again roll up

our sleeves and try to get the Job done in'a manrer that

will result in using the minilwmun amounts of steel to move
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A0 ko obtain the waximwm In the way of petroleum and iig
products.
e Thanl you,
( | CHATRMAN HALLANAW: Ave theré any questions?

MR. BD. VARREN: I wani to ask you about the five
percent going into the field stocks, How will that be
d.stributed?

MR, WATTS: The operator, on a rather simple form
“which we have prepaved, will disclose to PAD how he is
to use that material. Then that form will go bhack o him
i aﬁproved, and that will become 2 cheek'for him to use
against one of the supply stores that will have the

( - material in stock and'égainst which he can get the‘materi—
al. | |
Now, if it 18 a wildeat operation, we will say, and
1t is wnfortunately a dry hold and thereby the. material
is not used and stays there in the stock,'then he wilil
- reburn that checlk, uncashed, to PAD, so that PAD can keep
thi; turn-over of 8,000 tons a month moving in the most
prdductive channels; |
As I paid before, to the extent to which it is no¢
vequired for explovatory opérations,.it will be made
availableforprbtectiné drilling coperatilons or other
emavgency vequlrements,

WR. ED. WARREN: This 1,880,000 tons for oil country
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tubunlar geods, wlll that be allocated and produced, in your

mind, or will there ﬁéve to he some diffevences bhetween

that and line pipe, and adjustments made?

MR, WATTS: Directives are now being issued or have
already been isauéa, to mills which produce virtually
rnothing other than 011 country tubular goods for theivr
yroduction at an annual rate, And that annual rate would
total 1,880,000 tons, or 472,500 a quarter, Now, that
would include export as well as-domestic.

MR. ED, WARREN: I know this, that Mr, Watts ond

Ha staff have done everything possible To - work out an

equitable, simple prbgram. Buti it 1s going-to'take
a lot of voluntary effort, and I think whether 1t succceds

or not will depend in a lot of places on the way lndustry

cooperates. I would 1ike %o make that s»atement.

MR, UATT%- Ve surely appreclate uhau-gtatement.
And I would like %o amplify that by saying that to the

maximum extent that the industry possibly can, if they

- will be realistic in presenting their vequirements and

in developing their programs and in seeking material out

of the five percent emergency pool, we believe that PAD

- will then bhe in a poaitidn where there will:be-an adequate

supply of oll country tubular maberial avallable,
So I appreciate very, very much that word Pfrom you,

Mr, Warren.
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raw 42 CHATRMAN HALLANAN: Mp, Jacobsen.
MR, JACOBSEN: I would like to come back to Mr,
Warren's questilon abouv five pewrcent, I might say,.I do
{ not want to go into too muéh detall, because we could
talk éll day. But one of the thingslthat I do not under- .
stand is this. Presumably it was wlthin your requeét
to start a wlldeat with that 400,000 f;cms a month, but- - ﬂ
you cannot very well walt untll you hit 10,000 feet and
it untll this decision ig made here and tﬁia improvenent
goes back again., So would you put in your requisltion
for the amount of casing thaﬁ yoU may need when you start
a wildcat on the expectatlon that it will be productive?
( 'v;MR; WATTS 3 You woglq,hmr. Jacobsén. Then you would
return to PAD that part of the check which you did not
cash.,
MR, qﬁGOBSEN: Yes.,
MR. WﬁTTS: Maybe I should have made this point,
Mr. Jacobsen; that 1t would be‘anticiﬁated that material
Tor éxnloratory wildcat purposes by moat of the'operators
would be available to them thx-ough their normal quarterly
allotment., and 1t 1l oaly to the exbtent that any operatvor
had-been unable through normal chahnels to get material
for the drilling or completing of a wildeat that he would
apply for material“oﬁt of this five percent pool.

MR, JACOBOEN: Right, That last remark of yours clears
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up a doubt that T had, hecause I war goinp %o ask you 1f
all wildcats had to come out of that 8,000,

R. VATTS: No, sir; only those for those operaiors
who do not have a use history and have heen unable Eb
get material, or operators who have been unable to gei |
material otherwise for that particular purpose. |

MR; JACOBSEN: Right.

MR, BRUCE ‘BROWN: There is an affidavit that they
have to £il1l out. fou have not mentloned that, Mr, Watis.

MR, WATTS: Yes., M, Brrown mentions that that cownes
in in affidavit form,

MR . JACOBSENﬁ Right. DBut ordinarily a company that

has been drilling for yeavs and has the ordinary Soureces

d supply would provide fow thelr willdeat wells oul of

thelir ordinary requirements.
MR, WATTS: That is correct,
MR, JACOBSEN: Next, we would then present our »e-

quirements, as you have explained, for the third quarter,

' beginnihg in HMarch,

MR, WATDS: TIn Mavch for the third quarier,

MR, JACOBSEN: Right. And that willl go %o PAD Tow
approvai, wiltl 3t?

MR, WATTS: That is right,

MR, JACOBSEN: On that, will we indleate where the

wells are to be drilled, and the depth, and expected
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production, or what?

MR, WATTS: fhe form‘will be self-eXplanacory, and
i1t will not tell you that you enpect to drill a well 160
feet on the northweéf corner of Aunt Mary's pasture, or
énything like that. But as far ag the producing areas
and the aferage depth of the wells in those producing
areas, or 1f the operator is'only drililing in one'field,
then that information as to the number of wells and the
approkimate average 1depth, and that kind §f ggneral:infor-
mation will be included. But detalled information will
not. |

MR, JACOBSEN: I take 1% that PAD will‘be realistic
in that, You kndw.perfectiy wéll the amount of guess-
work that is unavoldably mixed up in that, You hove just

completed a wildeat well that bearly made a producer,

_and you have reason to expect that you have sharted an

oll field; you will then téntatively provide for, say,
10 or 12 wells during the third qﬁartér. You may find you
do not need it. But PAD will not wait until you have
"a : deflnitely proven locatlon before they wlll approve
thoée things?

MR, WATTS: No, miw.

MR, BRUCE BROWN: Wr. Watts, perhaps we ﬂhould'exm
pand this affidavit a 1ittle bit., Wo are not vallking

about the 1,830,000 now, but this five percent pool for
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energency use., In the fine print, I think it says six
months or $10,000, That 1s the reason why people will
not ask for things out of that pool unless they really
need thems; righte

MR. WATTS: Right.

MR, JACORSEN: Now, that second statement, of 10,000
tons, that 1s expected to be enough for the wells that the
industry expects to drill, is 1t not?

MR, WATTS: That 1s covrect. Thét is eatimated to
T sufficient to complete theldrilling of 43,400 domestic
wells and a supportihg numher of Torelgn wells,

| MR. JACOBSEN: Right. Under those circumstances, of
course, there will be no imports and there will be no
converslons, because they are all much more costly.

MR, WATTS: Ve feel, Mr, Jacobsen, That operators
who ocan Justify the added costs of import material, the
extent to which they can use that material --

MR, JACOBSEN: Over and above?

MR, WATTS: Over and ahove the domestic magerial in
dscloging new reserves or proving up proéuction; that
they shquld be encouraged'to bring the material in by in-
port, |

MR, JACOBSEN: Right. And jJuSt one more question.
And I Ymow you canngﬁ 4o any mdre thén express an oplnion
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on thils,.

Do you think it likely that ¢the steel industry wlll
deliver this, thaﬁ the industry can count on it?

MR, WATTS: I do.

MR, JACOBSEN: Thanlk l;vou.

MR. ED, WARREN: Dﬁn't you cohtemplate,-— I know you
did in ybur original plan ~- a 10 percent'cushiqn botween
this 85 and 95 to take care of unforeseén clrcumstancen?

MR. WATTS: Now that you have ralsed the questlon,

I will explain very briefly, PAD's filrst allotment apalnst

' these applications will only be for 80 or 85 percent of

the totél available for domestlc use; and then operators
will be aliowed‘ﬁwo weeks following their receipt of
that allotment to determine-ﬁhether or not they can meet
thelr drilling program or obligatlons within that.allot-
ment, and if they are unable to do go, they will have
two weeks in which to'éppeal to PAD.and present a supple;
menting story asito why they must have additional materl-
al, And then thé'lo or1h5 percent-that had been held back
will be distributed in tﬁe most equitﬁble menner that
1t can be accompliéhéd betwesn PAD'B production materials
dlvision to make up for that deficlency.

Now, that_latter naterial may cost somewhat more
than the other material because some of this oil country
Lubular steel is going to have to bhe obtained through

L]
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conversiohs will be necesgary or the cost of those con-
versions., They haveuﬁot yet been determined., But the
costs will, however,.not be zs great as what conversions
have cost in the industry.

MR, SKELLY: Mr. Watis, does this five percent allot-
ment for wlldcat wells apply to anybody that wants to
drill a wildeat will? My 1dea i1s to bring in a flock
of new operatos, such as men in the movie buSineés, and
prize flghters and promoters off 2ll kinds., They will
talke up almost this whole five percent unless you have
‘Some kind of formula therve,

It seems to me that if Tom Jones is in the movie
business and wants to drill a wildeat well, if he can
get in.on this five percent, you will have confusion you
never dreamed of,

MR, WATTS: Of.course, a lot of our petroieum oﬁerators
in this country'have fortwately started out Just drilliing
one well which happened to prove to be a produclng well,

MR, SKELLY: X underntood it that way. -This five-
percent could easily be overdone by & lot-of people that
( never saw a derrick.

VR, WATTS lwe recogntlze that, and we belleve that
the forms and procedures we are providing will keep that

dovn and Ikeep it a% a reasonable level,




r B8

<2

MR, SKELLY: There is another question that I wanti
to aslt.

That 1s a good,reasonéble answer if you can make 1%,
worlk.

Wheke you get convergion pipe, & company oy an
individual like myself happens Go buy sore conversion pipe --
it 15 oo dammed high for me, but you might have to some -
time to get In on arlittle of 1% -~ 1s that éharged”against
your regular supplier? I mean, if you have 1,000 tonsg on
order froﬁ a régulér supplier;and you buy 500 tons from
a conversion outfit, ave you penalized Bn.that? Will your
regular supplier cws you off on that certéih-amount?

ﬂm. WATTS ¢ Conversion material, Mr. Skelly, :w-
going to dry up of 1ts owm accord in the second quarter.

MR, SKELLY: I hope you are vright, but I do not

. believe it.

MR, WATTS: Whether or mot PAD comes forward with
an oii couatry tubular goods program, becavse the supply
¢ stesl is tightening up rapidly to the polnt where
billets and rounds are not going to be available for
conversion, |

MR. SKELLY: It sounds good, and if you can do that,
Jou. are gqing'to be a heil of' a. populay fellow.

MR, WATTS: T wquld Just. 1like ﬁé'say this, Mr., Skelly,

%hat vhen James Watt assembled a few piéces of metal and
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. fivst started the steam engine going, there were a hell of

a lot of people that sald it would not work, But it did.
And the same thing can be saild about the Wright Brothers
and their firvst 212-foot flight. We are convinced it will
work. And as this gentleman pointed out, with the
cooperation of industyy, it surely will work.;

MR; SKELIY: I am inclined %o have a 1little conference
with you and'Mr. Broﬁn and this fellow.

CHATRIMAN HALLANAN: Mr, Hamon. |

MR, HAMON: Iranlkz, I think you are doiﬁg a great Jjob,
I think you and Diclk Iawbton and Bruce Brown are: to be
congratulated. I lmow how difficult 1t has been to get
this program worked oub.

I did want to clarify the procedure in my mind.
Say you have been getting so many tons a quarter Irom
your historicalfsuﬁblier,-one gteel mill or another: can
you 1ook up the past hilstory, or for esach quarier must
you pretty well have your drllling vrogram worked out?

MR, WATTS Each quarter you must have your drilling
program rounded :icut3about a8 well as yoﬁ-did in the
last emergenecy, Jake, And as far.as;whﬁt you have been
getting from channels of SQpply, we are not goihg to ask
fat, but we are going to ask inforimatlon on the rate at
whi&h you have been uslng o1l country ﬂtubular-material.

MR, JACOBSEN: But that starts in bhe third quarter?
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M, WATTS: That im vright,

MR. JACOBSEN: AS regarda the second_quarter,-we
are on ouﬁ own?

MR, WATTS: You ave on your own, But bear this in
mind, however, that because of these directives beconing
effective with Aprll, the wproduction of oil countfy
tubular material is goinglto be increased over and above
previous indlcatlons, and thereby there is going to be
a little freedom aa o avallabiliby. | |

MR, JACOBSEN: But how will 1t work? We wlil send
in our estimate for the third quarter, and the. fourth
quarﬁer; it is approved by PAD. Then we take that
approval and éhop around among the supply houses to try
to get what we want? Or how do we go about i1t?

MR, WATTS: Yes, because PAD Wiil not issue more
chécks than there is money in the bank to draw against
those cheeks,

MR, JACOBSEN: DBut will they l1ssue the checlt on the
particular bank?

MR. WATTS: No, sir. We will only glve the operator
an allotment or a check‘which he ean go around —-

'MH.‘EACOBSEN: And he will shop aroﬁnd-an&'aee'where
he can get 149

MR, ALTON JONES: "He 18 not suppozed to cégh the

check, ip he, Frank, until he nceds the money?
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MR, WATTS: T think thet you can antlelpabe that
as soon as they get 1t -~

MR, ALTON JONES: They will cash 1t%

MR, WATTS: They will start cashing chsoks,

MR, ALTON JONES: I want just bto wvaise Chis question
here, Jake comes in with a big program, I can see what
his plan'is now, For the third quarter, he is goihg [}
coma in with a hell of a Jot of affidavits and requisltlions
and stuff, and you are going to issue a lot of checkrs %o
hin,

What I am worrled about is that I know Jake well
awough to know that he will ruh vight to the bank {o
cash those checlts the minute he starte putting in that
wildeat., He will get all that pipe and pui 1t In the
warehouse., And then how the hell am X going to geth 1t
from him when Y am really in need of i%? That 1s botheving
me soms, I wonder if you would explain that.
| MR, VATTS: We helieve that ﬁhére will be leswn
materlial in the racks uwnder this progfam in the over-all
pleture than there has been heretofore, buf'we belisve
thﬁt there will be é mich more halanced distributlon of
That material than perhaps there has been heretofore.
Now, éll operators are golng to recelve those checks on
the game day.

Mk, ALTON JONES: Are you golng %o write those checks
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row B2 on the basis of the nunber of pleces of péper you have or
fhe amount of money you have in the bank?

MR, WATES: We are going teo have to balance the

( number of pieces of'pépér and the figures shown in the
lower right—hahd corner wlth the amount of money in the
bank,

MR, AITON JONES: What I am worried abous, Mr. Watts,
is, how are you going to get thatlsteelrback from Jake
tha'b he s in his warchouse?

MR, WATTS: If Jake 18 going to Swear that , and he
is gbing to recognlze this $10,000 or six months, and 1f
Jake has more material than Jake needs or Jake'has been

( using or has found a use for, then Jake is not gdag to be
able to get as much maﬁérial.

MR. ALTON JONES: Ta jall and with a $10,000 fine;
that is the point I wﬁnt.to malke,

MR, BRUCE EROWN: Could I interrupt now? You missed
part of what he sald, He told you, I think twice, thot
of this staff, some arrived yesterday, some arrive today,
andiSome arrvive tomorrow.l This program does not go infto
effgét until April; Now, for Heavén’s sake, you all have
people that can come and talk to Frank ané his staff about
details. I am afraid this 1s going %o run;on,.and that

other branches of the industry willl not get any chance

at all at this meeting,
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VMR, MAJBUWSEY: I do himve one Questlon, A 1ot of
féllows cﬁnnot come vo see him, They have not pgot the
carfare. They are like E111:Ske11yg they ave pmall fe1~
lows, But there are some really small Tellows that
cannot cowe, And Apwil Ist has a habit of vunning on them
in a huvry, and yeu wlll get the hig beel frou these
fallows, not from the Cellows who sSeem happy abouvt this
banking daal,

It sounds 1like a lot 6f #ed tape to me, Maybe it
will work, When ere these instructions going to be put

In writing so that the guy in the stroeset can see Tthewm?

( MR, BRUCE BROWN: X am telling you, Basrney, that the
stuff 1s belng organlzed.
| MR. MAJEWSKET: When?

MR. BROCE PROVN: This 18 only the 30th of Januvary.
Now, glve us a chance.

MR, MAJSTUSKI: VE am going to get married iwn June,
ahd, hell, T have it all Tigured out., It i é matber of
monent ¢

MR, BRUCE BROWN: It i somewhat simpler than this

(  problem.

MR, MAJEWSKZ: I do not think so,
MR, WATES: I belleve it was only nine olclociz this

morning thet Mr., Brown roceived a telephone call that these
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two dlrective progrems had been cleared., And le, Majewskl,
thera just had not been the time {rom nine o‘élock up oo
now o get words together of the type you have expressed
a neead for. :

CHAIRMAN MALLANAN: Th#t iz very fine, Mr, Watts.

MR, WATTS= T will be very for any of you sentlemen,
at lr. Brovntls suggestion, to come to my office o» to
got in touch with the Vaterialn Division who are willing
at all times %o roll up thelr sleeves and help you follks
get a job done.

Thanlt you.

CHAIENAN PALTANAN: Thonk you. {(Applouse.)

Mr, Dick Lewrbon; ag director of productiah of PAD,
Ge you have any comnents to malke on thim‘matterf-

M, LAWTON: I do not lmow that I have, excapt that
I am working closely with Franl on thile thing.
| The thing that we need ocut of you gentlemen is cooperz-
tion., I think I can speak Tor the smaller independents.

The paper cald that R. G, Lawbon had gome to Washington

‘end the PAD to revrensnts the independents. That 18 not

exactly true. But I Imow thelr aninds,. The independents
will do. thelr paxi, Nobody 1o golhg to over-ovder plpe,
because if they do, as far as ths productlon department

is conecerned, they will get back 2 letvor Ingtead of the

pipe.
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wow 55 SHATRIAN BATLAWMT: IMr. Dean YHodges, s ddvechay of
transporbatlon, da FOU have iy esnment:
MR, O0BGE3:  This progvam thel ¥Mr, Vauts hag bewn
Alncunaing doer not cover Lransporiation materialﬁ.
He ave atheapting bt get ovr plpeline vemalrouents, which
48 that pavy of the Dansvoviablon 11&@“’%1& nragven thab
wa sve dilvgetly ?esphnﬂible foxr, amwl also are working

1 ,

with the Dofenss Transport Adwiniabwaiion with roopsat
#a ofhelr trangporbatlor Faeilitles that they have unden
shel» wing.

L think probably the nest important thing that we
are utiiertaking mwow In beo gav stavted on 4 nouplete
over-s1l hmaﬁsparﬁatioﬁ atidy. THat e hope will emable
W Ho dosument ha pevrelows Indushry'sn regqalrenents for
all transcorcetlon fasilisies n such a way that we az@n
he"Hure We are wa*n, Ho peb them to the fll s sxbent uhat
steal ean be mads avellable Tog vhed,

CHATRMAN WALTANAN: I, Russcll Brown, as chalrnan
of the Couneil‘é Committee o Steel Hequiremeuts, do you
have any vewarks on this?

MR, RUSSEL BROWN: Yes, Mr. Chairman, I think I should

( say & few words,
We have no supplemonial report to make. The Tepars

X had hoped to be able Yo walte o you was the one. made bﬁ

Frank Watts juat a few minutes apgo, as o g portion of
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this propgram, ’I do think you people ought %o know, though,
what is involvsd behlnd it., T think even with the eiabora-
tlon of the statement hé made, it atill overmsimplifies
what has gona on,

Afier the last report, Bruce Brown said to me, ﬁFrank
Watta is cortlng over hewe, and I want you to zo over
that whole report you people have made with him@“

We went‘over thot. We found whet the steel people's
reactions were, and they were pretiy bither. Sometimesn
they thought we were asiing for three or four ilwes what
we ought %o have. So they challenged particular this
production phase of the repori, and Frank says, "Maybe
we had better meet them on that now and take the other# 
as they come along.”

e

- ~iThe evidence of what they did is in this report,

ey have approved the full amount that your commltiece
recommended ags bheing necespary. That does not -mean thad

it was Just thet aimple. For weels, now, Bruce and Frank

!

'hae beon worldng practiecally every day. I do not knew how
Jmeny days vhey have deveted to Chls, bul they have besn
; working every day, and you people ought to Imow whai gt

f'means, because the steel industry dld not'faccept this

vény willingly, and we ave golng throughﬁthe game thing
with trans@awtatien and with the refining. You know how

they Jumped on some phases of transportablon,  They told
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rew 57 ‘us that we were askting for pove steel for teankers than
had heen used 1n history, mers siteel Tor The repaly of
tankers than it takes to build the tankers; and studs like!a
that. | \
So eech segment of your industry has been made 1
availlable to Frank Watts and Bruce Brown. So our aub- |
chalirmen are expected to be called in untll your Council
decides we should be disbanded. That is our situation. |
I do think we ought %o mcognize fully, thouéh, that
this program that Frank Wattes haeg jJust annovnced cmntemplatami
& lot of voluntary thinking., I belleve that'ia-more inm-
portant ¢han a forceful restriction imposed sSuch as
we had in M-68. I helleve if we gob behind it, we can

get results.

{
j
1

We will keeﬁ alert here and be avallable for theilr //

department on call.

e ————— e e, -

That im about all I have to saay.
CHATRMAN HALTANAN: Thank you very much,
Iz there any further discussion of this subject,
gentlemen, on the matter of naterial ﬁeﬁuirementa?
(Nb'reSponge.) ,
CHATRMAN HALIANAN: Mr, MeCollum wired us this movning
that unfortunately he would be unable to be here, and
asked that Mr, Hinem Baker subnit an'interim'feport of the

 committee on 011 and Gas Avallabllity, of which Mr.
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MeCollum 18 the chairman.

e

MR. BAKER: Mr. Choirman, all we can repo?y 1p pro-
grent.. The.committee has ouvllined the scope of 1tz wurk;
and the three subcommibtees have been set vp. The firvsh

subconmittee 18 to study the near-term availahiiity.

x It will wndersvake o set up a rénge of availability Tor
\ each year, 1951 to 195h, The subcommittée has organized

with regionel subcommittees in all of the five dlstricts,

and hopes to complete 1t8 work by the Arst of April. Bach

of these subcormittees has besen asked to bring in itg data
by the first of March. |
The long-term avallability svbcommittee willl concern

1tself with an effort to find out whét prospects there
“are for addltional crude oil and gas avallability in

the ifutuyre, attacked from a philosophical standpolnd
rather than in an eﬂbrt %o set down in barrels the

émpunts at glven times in the future, and will lay emphasis
upon the fmportance of technology and of the Amerlcan
system in the bringing forth of added suppiies of hydro-

carbons in liquid and gasecous Porm, which, of course,

\ involves téchnology and symthesis and refining.

I may say that the long-term availablllty subcommittee
k - ,
\ has divided 1%s work into pubconmittees, and has in mind

|
‘.

an effort to got in a veport at the same sime,

X | 4he forelpn subcommittec has perhaps & little simpler
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problem,‘and will be prepared to veport a litble caviliew,
I uwnderstend. That vork has been organized, UWs are chooting
qt an April Ist &ate_fcr.a tentative report. o
CHAIRMAN HALLANAN: Thenk you very much, lp. Baler, .
Mr. Reese Taylor, you have been nemed as the chedruan
of the (ommittee on HMaterlals end Chemlcnls Requirgmenit,
I know you have had no oppnrﬁunity to have a mesting of
&our cdmmittee, but I think it might be interesting to
Indicate to the Councll just what you have outlined o
be undertaken in thiz assigoment.
(&)‘f_‘Kf?. TAYLOR.‘(WG have not gotten very rmch outlined
L yet, Mflléhaivman. We have appointed members of the
comnittee and members of the subcommitieen, and are hoping
tomorrow morning when we have ouwr first meetihg to leam
\

\ from Mr, Watts Just how we can best serve him with the

| 4nformetion he neceds nont.

.

CHATRIAN HMALTANAN: You have hed a fine vesponge Tron.
those that have been asked to serve.
MR, TAYLOR: Yes. I beliefe a1l of the subcommitteé
members have been asked to be appointed,
The meeting is set for ten olelogck tomorivow maﬂning.
| CHAIRMAN HﬂI&ANAﬂ: Mr, Steuart, do you want to amplify
on the disoussion that you had on the comuittee matters?

Or had you concluded?

}R. STEWART: I think T had concluded. But T did want
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the thing that Dilelk Iawbton did not wenbien was that last

Yo emphagize one thing, geing back to mmterisls, I
did not menbion one thing that Dick Lawion was too modesth
to refer to.
This steel allobument that we now have sei up fov
oll country tubulay goods 18 condinad ﬁa'casing bhiﬂ&
and drill pipe. That allotwent is conzidered adequabe,
and 1% i the Cowmeil comnliteels own_eétimate ol the
amount required vo driil 13,400 wells, which ié very clomoe
o the average the indusiyry hes drllled in vecent times,
If we have enongh steel to drill thé nuhey of weils
Chat we normally have wanbed to delll, nobody 1s going

to he hurt, anﬁ que%aionu that arise dn the winds of

‘one or another will he avcomabically taken cors of, Bub

week we had the representatlves of the Btale regulotory

bodies in here for a discussicn Lo give then all the

information that cou1a be glven te them on the'ﬁroblem
and %o pollcly thely thinking and their ways and means
in which the SHaeel could be vmed to the best adventops,
and whereas undezr The present system, the prepent rules and

ﬂegulatiﬁnaj Lhe steal would dr?11 vhis b3 00 velis, LF

e State regulabory bHodies can work out wmys and meons

in thely owm avean, 1% may be posslble to pet the pame
over-all benefit in develeopment and in wzlﬁca tiﬂ; ron

that amount éf sﬁeei'that woﬁla be perheps cquivalent "not
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to 43,400 wells, but 46,000 or 48,000, ovr maybe 50,000
wvells. .

There has been & lot of emphanis 8o fav in the discup-
sions on this plan for olil countyy btubulae poods. Russeli
Brovn touched on that in the statement that because of
the vesistance we me®b with UPA oh acceptance of the Ligurses
that ve submitted? 1% became desirable to plck one project
in which the steel could be readily ldentlfied, not
only by arr indusiry but by the steel industry, wrap 1t
up in a packapge and put it'through as an experimeﬁt, a8
a trial, The experiment has worlied out successfully.

And do not think for o minute that steel for {yvansportation,

all types of Ltransportation, both of o1l and of gas, and

“of LP, %00, steel for relinery mmintenance, repalr and

operation and fox new copBiructlion -~ those Llbews of steel
have not been'overlooked, and preparations avre fer advanced
to undertake vo accomplish the same resulis on those ro-
quirements as we appaveatly have as of this morning on the
o1l country %ubvlar goods. |

That covers ib.

CHATRMAN HATLANAN: Ave there any‘further guestionn?

MR. ﬁLmONIJQNES: M. Chairman, may I;ask a guesntion?

Your program ahd raguests for steel, 1,880,000 stons, that
has been allocated, did not contewplate, of couwse, the

atepping up of production by 1,000,000 barcels, alad i6?
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MR, STEWART: TMo.

MR. ALTON JOMES: &o 1f you find 1% necessary to do

. that, then you are going to have to find out how wuch move

ébéel you need, and that iz one of the things you are
inquiring about now, | |

MR, STEW&RT:. That is one of the primary purposes
of that request you mentioned. |

MR, ALTON JOWES: Hewre 18 one thing that troubles me
a little.‘ This 1,8@0,000.t0n5 of tubular goods ia abbut

the total capacity of the {ubular mills for that sort of

thing. 8o we are going to have %o have a2 1little added

capacity there, too, "
| MR, WATTS: That probably lacks about 60,000 tons.

MR, ALTON JOWES: That ié 8 leeway of about 60,000,
But 1ﬂiyou are golng to work to the tune of another
I,QOQ,bbo barrels a day of produetion, vhat would. dimsppeax
very fast, would it not? ‘

CHAIRMAK HALLANAN: And the 43,00C wells which are
contemplated will nobt give you the 1,000,000 barrels of
extra production., o

Are there any further remarks in connedion with this
mabter? o

MR, JACOBSEN: WNot in connectlon with that, bu {:ﬁfﬁ
connection with the three itvemn the Apgends Commlttee ham.

You refarﬁed-to manpewer., I just want to emphasize that
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it would be an extfemely Iviportant thing, because gome
& us are begirnhing to feel tha pingh of it wvery badly.
Nﬁw; this partleunlar request of Mr. Stewari aske oy for

- & Meport on thé sltuatlon, and X would like to urge on
the committee that may be pppointed for that, that they
report aa quickly as poscible..

I am in hopes thaf not teo far down the line we may
have a comittee suech aft the one wé had - during the lant
world war under the able“chairm_ﬁship ol John Tovejoy,
who did a very good Job on monpowey,

CHATRMAN FALLANAN: That in wight., |

MR, JACOBSEN: And I hope that you will appoint
John Livejoy, Mr. Chalrman, for that commiytee. -

MR, LOVEJOY: WMr. Chairmen, jou have & man on that
committee now. e, Vandeveer ig éhe chairman, -

CHATRMAN HALLAMAN: .ile, Vandevear is 111, by the

WaY

MR, RUSSELL BROWN: [, Chatmwan, T would Like %o

commen’ & 1ltble further on e, Steﬁart*s bBugmestion,
about thié 1;900,000 barrels of cushion, It ié'gsimg to
involve samé things that ave a 1lititle wore difficuls than
|the stating of them. That same problem I have discussed
for the past tﬁn oY three yeam-with peoﬁle in the Defenee
bepartment, where théj havelindicatea the desirability |

Jof having that cushion, I have tiried to work out the
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(ﬂ angwer o it.

i
1
|
\
!
1
)
|
I

i

Thet meang, i you will look at 1t quickly, that
one out of every seven wells of the ovdinary producer
18 set aslde 1n dead stock, That is the effect of 14,
And it 1s o prebtty diffieuﬁs thing. Normaily e gét The
capital to drlll our well from pelling oll. That meann
4hat that barrel of oil docs not produce any more capiial.
I do not know, I am not trying bo answer it. T am just
trylng to raise some of the problems that will be involived
in that study.

So when we go into raimsing 1t, I agree with the
degliredbllity, but when we go to dolng 1%, it 1s poing
to raise some very difflcult problems as to capiﬁalizatiﬂn
anﬂ.how we can do it.

CHATRMAN HALLANAK: And it would not be unmwelated
to the problem of dépletion, by any neang.

MR, RUSSELL BBOWN: I Wéﬂ going to mention that as
belng an essential pari of it,

" CHATRMAN BALLANAN: Yes, - o-.

Under our arbticles of owpanization, 1% iz providad
that the Chéirm&n shall oubmlt o budget for the ensuing
vear at the fiﬁst meeting of the year. ¥We have attempted
to conduect The affoirs of the Council on a verﬁ modest
budget. I éhink the amount we expended last year was a

1ittle in excess of $68,000.
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In thot cowncetlon, ¥ demire to recognize Mp, Alton
Jones,

MR, ALTON JONES: Mr. Chalrman, the stabus of the
Council 15 a 1ittle indefinite, and the Secretary has
asked that the members of the 1950 Council caryy on and
funetion wntil gome questions of polloy have been deter-

nined and the new Couneil, on advigory group, be appointed.

- "t
T

A8 the Chalrman has indicated,fnﬁr articles of incor-
poration require that thé budget be consideved and approved
at.ﬁhe first meeting of the Cowmeil aftexy the turn of the
®ar,

I think for record purposes, we should now ApProve
a budget, M. Cﬁairman; and I would suggest that we
éxpana 1% @ 13ttle bls . The budges lagh year was
$70,000, and we spent $68,263., In other words;, we wore
within less ﬁhan $1,200 of tha-amounb approved., There
will‘be some additional exponnte, urquestionably. Just
how much, 1% ié‘too early to determine,

The Secwrdnvy, in reviewing the matier, hag suggented
that we 2dd $10,000 6o the budget approved last yeow,
or ask for‘a tentative apprdval of the buﬂg@t of $80,000
for 1951, apsuming that we contimie %o functlon, arnd T be-
lleve we will,
I therefore move, éiv, that the Councll approve the bug-

get of 30,000 aa.the tensative operating basls for 1951,
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pry &G angd thet the assesgmence be wade in accordanes with the
formule used lant year,
( MR, RUSHELL PROWN: Second,
CUATRIMAN HALLANAN: Xt hos been nioved and mﬂaénded
that the budget Tov the Commeil be fixed at $80,000.
A1l in Pavor 9lgnify by spying aye: contrary un: so orderaed.
We have complebed uuP agenﬂa fn?-thim'session. To
theve any new husiness?
MR, JACCRSEN: vWhat abowv the synthetle Llguld fuel
reporte?
CHATBEMAY HALLAWAN: IMe, Dodgers hod nothlng to wepors,

and asio

o}

vhat the matter be deferved to a future mecting.

—~—

Tg there any new bhuplinenn?

(No response.)

CHATRUVAN HALTANAK:T If not, a wobtion to adjouvn dp
in ownder, |

£t i3 3o ordoved.

(Theroupon a% L:00 puites |

gt

tecal

ot
P

e Cowmedl adjourned. )







